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FOREWORD

This report has been prepared in response to General Assembly resolution
3517 (XXX) of 15 December 1975 which requested the Secretary-General to submit
documentation for use in connexion with a discussion of the question of revising
the International Development Strategy for the roecond United Nations DeveloDment
Decade to be held at the Assembly's thirty-first session.

The report is being issued as a Supplement to the World Economic Survey,
1975 1/ which examined the events of the first half of the 1970s in broad
aggregative terms and discussed some of the problems that are likely to influence
the pattern of economic development in the second half of the decade.

The present document takes a closer look at the period that followed the
adoption of the International Development Strategy in October 1970. It analyses
the way in which individual countries and groups of countries reacted to the major
global changes that shaped the world economy - the business cycle, the. food crisis
and the radical alteration in the energy situation. For convenience of discussion
and statistical analysis the review is presented in three chapters, the first
deaLing with the developed market economies, the second with the centrally planned
economies and the third with the developing countries.

This Supplement has been prepared in the Centre for Development Planning,
Projections and Policies of the Department of Economic and Social Affairs. Some
of the information it contains was drawn from the replies of Governments to a
note verbale and inquiry sent out by the Secretary-General in December 1975. The
statistical contents reflect the information available to the Secretariat in
June 1976 and hence, where revisions have been made by national authorities,
supersede the data presented in the World Economic Survey, 1975.

11 United Nations pUblication, Sales No. E.76.II.C.l.

-iii-



CONTENTS

FORBloJORD • • • • • • • .. e • • • • • • • • • • • • • • • • • • e • • • • • iii

• 4,9 • • • • .. lIP • • (It • • I)

., • II ., " • • • • 6) • III

.. . . . . . . . . . . .

(9 • • •

2

5

7

9

1

10

· ..
· .

• • •

.. . .
· .. ..

· .

· .... .

.. .. ..

• •

• • • •

.. .... . .
Changes in private consumption

Changes in fixed investment • ..

Changes in government consumption

Changes in final domestic demand

Economic growth in the first half of the 1970s 10 •

FLUCTUATIONS IN THE DEVELOPED MARKET ECONOMIESI.

Chapter

Changes in inventories • • • • • • • • • 10 • • • · • • .. • •
Changes in the foreign balance • • .. .. • .. • .. • .. .. .. • .. •
Changes in gross domestic product • • • .. • • .. .. · .. · • .. •

12

13

15

The state of economic balance • • .. • • • " • III • • • • • • • " " 16

Price changes and inflation. • • • • • • • • • • • • • • • • 17

Capacity utilization and unemployment • • • • • • • • • • • • 22

Exchange rates and balance of payments IO. • • • • • • • •• 28

Stabilization policies ••••• • • • • • • • • • • • • •• 34

• • .. . . . • • • • •

Adjustments to the changing energy situation •

Co-operation with the developing countries •

• • . . . • • · . . 38

46

• •The transfer of resources to developing countries •

Co-operation in international trade • · . . . " . . . • • • •

• • •

52

56

II. PROBLEMS AND POLICIES IN THE CENTRALLY PLANNED ECONOHIES • • • • • 109

Economic growth in the first half of the Decade · . . . . ., . . . 109

· . . . . . " . . . . . . . .
· . . . '" . . . . . .

The economic situation in 1975

Review of 1971-1975 growth performance

Foreign trade and economic growth • • • • • • • • • • • • • •

109

112

115

Domestic development pOlicy and CMEA integration • • • • • • • • • 122

National growth strategies ••••••••••••••••• 122

-iv-



CONTENTS (continued)

Chapter

Economic integration pOlicies of the CMEA countries • • 137

Economic relations with market economies • • • ., <& • • .. . · . · . 157

• • • .. 1& .. • • •

• • • • • • • •

157

160

161

162

166

· ..

· .. ... .... ..• •

Trade with developed market economies, 1971-1975 ••••

Financing of East-West trade ••••••••••••••

New forms of East~West economic co-operation

Trade with developing economies, 1971-1975

Economic assistance to developing economies

III. GRO\~TH AND ADJUSTMENT IN THE DEVELOPING COUNTRIES .. • e • • • .. .., 191

· .. ..The impact of changes in the international monetary system •

1he effect of changes in the parity of major currencies ..

Exchange rate policy adjustment in developing countries ..

It ..

· ..

193

194

202

The impact of fluctuations in demand for developing country
exports lilt • 19 • .. .. .. • • • • • • II) • • Qfl' ., .. • • • • 205

Adjustment in countries with a diversified export structure ..

• • .. " .. • • • 8'Adjustment in the tropical products sector

Adjustment in the minerals sector .. . . . .. . . ., . . . · . .
207

217

224

The impact of changes in the food and energy situation .. .. .. ...... 227

Adjustment in the fOOd-importing countries • • • • • • • · •
Adjustment in the petrOleum-exporting countries • ~ .. · • · •
Adjustment in the petrOleum-importing countries • • • • · .. •

Adjustment in the food-exporting countries • • • • • • • • • 228

232

236

243

-v-



CONTENTS (continued)

List of tables

Table

I-I. Developed market economies: components 'of growth. 1971-1975 • . •• 60

1-2. Developed market economies: growth of private consumption.
621971-1975 · · · · · · · · · · · . . · · · · · · · · · . .

1-3. Developed market economies: growth in fixed investment. 1971-1975 63

1-4. Developed market economies: growth in government consumption,
1971-1975 · · · · · · · · · · · · · · · · · · · · 64

1-5. Developed market economies: growth in final domestic demand,
1971-1975 · · · · · · · · · · · · · · · · · · 65

1-6. U~~~'nned market economies: change in stocks, 1971-1975 · · · · 66

1-7. Developed market ecou...m:!Q~: growth in exports of goods and
services, 1971-1975 · · · · · · · · · · · · · · · · · · · · · · · 67

1-8. Developed market economies: growth in imports of goods and
services, 1971-1975 · · · · · · · · · · · · · · · · · · · · · · 68

1-9. Developed market economies: changes in foreign balance, 1971-1975 · 69

1-10. Developed market economies: gro101th of gross domestic product,
1971-1975 · · · · · · · · · · · · · · · · · · · · · 70

1-11. Developed market economies: rate of increase in consumer prices.
1971~>1975 · · · · · · · · · · · · · · · · · · · · · · · · · · 71

1-12. Developed market economies: rate of increase in consumer prices,
1971-1975 · · · · · · · · · · · · · · · · · · · · · · · · · · 73

1-13. Developed market economies: changes in hourly earnings of workers
in manUfacturing, 1971-1975 · · · · · · · · · · · · · · 74

I·~14.

1-15.

Selected developed market economies:
vacancies, 1971-1975 ••••••••

Selected developed market economies:
1971-1975 • . • • • • . • • •

unemployment and job· . . . . . . . . . . .
unemployment rates,

75

76

~1ajor industrial market economies:
in manufacturing, 1971-1975

1-16.

1-17.

1-18.

Developed market economies:

Developed market economies:
1970-1975 • • • . • •

changes in unit labour costs

internatiohal trade, 1970-1975

balance of international payments,
· . . . . . . . . . . . . .

-vi~

77

78

79



C0NTEN'fS \ continued.

\

Table

1-19.

1-20,

1-21.

1-22.

1-23.

1-24.

Developed market economies:
market, 1973-1975 •••••

Developed market economies:
1970-1975 • . . • • • • • •

Developed market economies:
end-1975 ••. . • . . . •

Developed market economies:
1960-1974 • • • • . • . • .

Developed market economies:

Developed market economies:
1960-1975 . • • • . • • • •

borrowing on the international

change in international reserves,
••••• Gl ••••• ll •••

composition of international reserves,
illiG •••••••••••••

structure of energy production,
" • • • • " • 11II • • .. III • •

production of solid fuels, 1950-1975

production of liquid and gaseous fuels,

83

84

85

87

88

89

1-25. United Kingdom: sources of imports, 1970-1975 • • 0 " 0 " • •
90

1-26. Developed market economy imports from developing countries,
1970-1975 . • . • . . • . • . • • .• ••••... 93

1-27. Developed market economies:
countries, 1970-1975

imports of textiles from developing
.1lI90e(lloliloe.e ••••••••

I

1-28. Developed market economies: imports of ores, metals and metal
products, 1970-1975 . . . . . . . . . . . . · . . . . 95

1-29. Developed market economies: distribution of imports from developing
countries, 1971-1975 . . . . . . . . . . · . . . . . . . 96

1-30. Composition of imports from developing countries by major industrial
countries, 1970-1975 • . • • • . . . 97

1-31. Developed market economies: composition of net financial flows to
developing countries, 1971-1975 . . • . •. . • . . • 98

l'

--vii,



table

II-l.

II-2.

11-3.

II-4.

II-5.

II-6.

II-7.

11-8.

II-9.

11-10.

II-II.

II-12.

II-13.

II-14.

II-15.

II-16.

11-17.

II-18.

II-19.

II-20.

CONTENTS (continued)

Centrally planned economies of Eastern Europe and the USSR:
growth of national income, actual and planned, 1966-1980 ..

Centrally planned economies of Eastern Europe and the USSR:
growth of industrial output, actual and planned, 1966-1980 .

Centrally planned economies of Eastern Europe and the USSR:
change of labour productivity in industry, 1966-1980 ....

Centrally planned economies of Eastern Europe and the USSR:
growth of gross agricultural output, actual and planned,
1966-1980 .. " .. . .. . iii .. iii .. 'It 1# " /I " • iii iii III • • " " 111 III

Centrally planned economies of Eastern Europe and the USSR:
changes in gross fixed investment, 1966-1980 .

Centrally planned economies of Eastern Europe and the USSR:
selected indicators of growth of income and consumption.
1966-1980 . . . • . . • . . . . . . . . . . . . . . . . . .

Centrally planned economies of Eastern Europe and the USSR:
foreign trade. by direction, 1966-1975 .

Centrally planned economies of Eastern Europe and the USSR:
growth of foreign trade value, by country group, 1966-1976 .

Centrally planned economies of Eastern Europe and the USSR:
growth in value and quantum of foreign trade, 1961-1974

Centrally planned economies of Eastern Europe and the USSR:
foreign trade unit values and terms of trade, 1971-1974

Centrally planned economies of Eastern Europe and the USSR:
income elasticity of foreign trade, 1961-1974 ......•

Centrally planned economies of Eastern Europe and the USSR:
commodity composition of trade, 1961-1974 .....

Hungary: commodity composition of trade, 1967-1974

Centrally planned economies of Eastern Europe and the USSR:
cumulative surpluses and deficits in trade with major
country groups, 1961-1975 . . . . . . . . . . . . . . . . .

Centrally planned economies of Eastern Europe and the USSR:
growth of crop and animal production, 1971-1980 . . . . . .

Centrally planned economies of Eastern Europe and the USSR:
shares of CMEA countries in total trade, 1961-1974 ...

Selected centrally planned economies of Eastern Europe:
commodity composition of trade ~ith socialist countries,
1961-1974 . . . . . . " ,. . . ... .. .. . . .. . . .. .

Hungary: commodity composition of trade with socialist
countries, 1967-1974 .

Centrally planned economies of Eastern Europe and the USSR:
trade with developing countries, growth rates and shares in
total trade, 1966-1975 .

Centrally planned economies: bilateral aid commitments to
developing countries, by donor country, 1966-1975 ....

-viii-

170

171

172

173

174

175

177

178

179

180

181

182

183

184

185

186

187

188

189

190



CONTENTS (continuec:)

Table

III-I.

III-2.

Developing countries:
1971-1975 • • • • • •

Developing countries:

changes in production and trade,

external assets and liabilities, 1971 251

111-3.

111-4.

III-5.

III-6.

Developing countries: sterling assets, 1971-1973

Developing countries: ratio of international. reserves to
imports, 1951-1975 • . • . •• • ••••••..•.

Developing countries: distribution of outstanding external
public debt, by creditor, end-1971 ••..••••.•.

Less developed countries: source of borrowing, 1971-1974 •

254

255

256

257

III-7. Major developed market economies:
and export prices, 1970-1973

changes in exchange rates
259

111-8. Selected developed market economies: average annual. change in
exchange rates and export prices, 1970-1974 . . . . . . . . . .. 260

III-9. Developing countries: trade with maj or developed market
economies and status of currency, 1970-1975 •• •.• . 261

111-10. Developing countries: proportion of exports to and imports
from six major trading partners, 1970-1974 • . . • 274

III-II. Developing regions: distribution of trade with major
partner countries, 1970-1974 . • . . • • • • 275

III-12.

111-13.

Developing countries:

Developing countries:
1970-1975 . . • • • •

composition of exports, 1970-1973

price indices of basic commodities,

276

277

111-14. Developing countries: annual changes in export earnings and
import expenditure, 1970-1975 • • • . • • • • . • . • . • • • .. 278

111-15.

111··16.

Developing countries:

Developing countries:
1970-1974 . • • . • .

balance of merchandise trade, 1970-1975 .•

outflow of direct investment income,. . . . . . ... . . . .

279

280

III-17. Developing countries: international reserves of selected
export groups, 1970-1975 ••••••.•••••....

-ix-

281



CONTENTS (continued)

Table

III-18.

II1-19.

Developing countries: ratio of international reserves to
import expenditure, 1970-1975 . . ••..•

Coffee: movements in international and domestic prices,
1970-1975 . . . . . . . . . . . . • . . . . . .

282

283

1II-20. Developing countries:
1970-1974 • . . .

trends in gross domestic savings,
284

111-21. Cocoa: movements in international and domestic prices,
1970-1975 . . III III III III • III III III • • III III III III III III III III • III • • III • III '" 285

1II-22.

III-23.

1II-24.

Tea: movements in international and domestic prices,
1970-1975 . . III .. III .. III • • III • III <D • III • • • III

Sugar: movements in international and producer prices,
1970-1975 III 0 III • III III III III • III • III • III • III III • e • III III

Cotton: movements in international and producer prices,
1970-1975 III • • • III III III III III III • • III " III • • • III • • •

286

287

288

111-25. Developing countries with diversified exports:
developments in 1974-1975 . . . .

economic
289

III-26. Selected developing countries:
1970-1974 . • . .•. • . .

production of cereals,
290

111-27. Rice: national and international prices, 1970-1975 291

II1-28. Selected developing countries:
1970-1974 . • . . . . . . • • .

net exports of cereals,
292

111-29. Argentina: beef and veal production and trade, 1970-1975 . 293

111-30. Developing countries:
1970-1975 . . . . . .

instability in food production, (

111-31. Developing countries: distribution according to growth in
food production, 1970-1975 .......••• 295

III-32. Food: self-sufficiency ratio in developing regions,
1970-1972 . . . . • . . . • . . . . . . ..... 296

111-33. Cereal-importing developing countries:
of cereals, 1970-1974 . . . . . . . • .

-x-

production and imports
• • • • III • • III • • • • • 297



COlJTENTS (continued)

Table

III-34. Selected developing countries: actions affecting food crops,
1973-1974 . III • III III • • • • • • • • III • •• •• • • 298

III-35. Developing countries: changes in retail food prices,
1970-1975 . . . . . . . . . . . . . . . . . . . . . .

III-36. Developing countries: distribution according to movement in
food prices, 1970-1975 . . . . . . • . .

301

302

III-37.

III-38.

Selected petroleum-exporting countries:
buy-back prices, 1975 ..•••••.•

Selected petroleum-exporting countries:
1972-1975 . . . . . . . . III • • • III • •

tax-raid costs and

budgetary revenue,

303

304

III-39. Members of OPEC: deployment of external surpluses, 1974-1975 •. 305

III-40. Petroleum-importing developing countries:
energy. 1970-1975 • . • • • . • • • •

production of
306

III-41. Developing countries:
1970-1974. • • • . .

consumption of commercial energy,
• • • • • • III • • III • • • • ~. • • • • ~. ••

-xi-

307·



CONTENTS (continued)

List of figures

I-I. Exchange rates of the major currencies~ trade weighted against
20 trading partners, 1971 to April 1976 0 0 0 • 0 0 • . . . 99

I-2o United States of America: selected indicators of economic
development and policy, 1970-1975 • • • • 100

I-3. Federal Republic of Germany: selected indicators of economic
development and policy, 1970-1975 0 0 •• 0 • 0 • • 0 0 • 101

I-4o Japan: selected indicators of economic development and policy,
1970-1975 " . . ... ... ... . ... . ...... " . ... " " . . . " . . . 102

I-50 France: selected indicators of economic development and policy,
1970-1975. " . " " ... " .. "........." . " . . . . . . . . ... 103

I-6. Italy: selected indicators of economic development and policies,
1970-1975 . ... . " . . . . . . . " . . . . . . . . . II • • III • • •• 104

I-7. United Kingdom: selected indicators of economic development and
policy, 1970-1975 0 0 0 •. 0 0 • • • • • •••••• 0 • •• 105

I-8. Developed market economies: ratio to gross national product of
net transfer of resources to developing countries and international
development institutions, 1970-1975 ••••••• 0 • • • • • 107

III-I. Price indices of selected tropical products in international
trade, 1971~1976 0 • 0 0 • 0 • • 0 • • • • 0 0 0 0 0 • • 0

Price indices of selected mineral products in international
trade, 1971-1976 0 0 . 0 0 0 0 0 • 0 .• 0 0 .• 0 0

Price indices of basic commodities, 1971··1975 •

-xii-

308

309

310



Explanatory notes

The following symbols have been used in the tables throughout the report:

Three dots ( ••• ) indicate that data are not available or are not separately
reported.

A dash (-) indicates that the amount is nil or negligible.

A blank in a table indicates that the item is not applicable.

A minus sign (-) indicates a deficit or decrease, except as indicated.

A full stop (.) is used to indicate decimals.

A slash (I) indicates a crop year or financial year, e.g., 1970/71.

Use of a hyphen (-) between dates representing years, e.g., 1971-1973,
signifies the full period involved, including the beginning and end years.

Reference to "tons" indicates metric tons, and to IIdollars ll ($) United States
dollars, unless otherwise stated.

Annual rates of growth or change, unless otherwise stated, r~fer to annual
compound rates.

Details and percentages in tables do not necessarily add to totals, because
of rounding.

The following abbreviations have been used:

ABBREVIATIONS

ACP

AsDB

CMEA

DAC

EEC

GATT

GSP

IBEC

IDA

Commonwealth countries of Africa, the Caribbean and the Pacific

Asian Development Bank

Council for Mutual Economic Assistance

Development Assistance Committee LOECQ!

European Economic Community

General Agreement on Tariffs and Trade

generalized system of preferences

International Bank for Economic Co-operation

International Development Association
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lEA

I FAD

IFC

IIB

IMF

OAPEC

ODA

OECD

OPEC

SDR
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UNCTAD

UTN

Inter-American Development Bank

International Energy Agency

International Fund for Agricultural Development

International Finance Corporation

International Investment Bank

International Monetary Fund

Organization of Arab Petroleum Exporting Countries

official development assistance

Organisation for Economic Co-operation and Development

Organization of Petroleum Exporting Countries

special drawing rights

Standard International Trade Classification

United Nations Conference on Trade and Development

Uniform Trade Nomenclature LcMEi!
The designations employed and the presentation of the material in this

pUblication do not imply the expression of any opinion whatsoever on the part of
the Secretariat of the United Nations concerning the legal status of any country,
territory, city or area or of its authorities, or concerning the delimitation of
its frontiers or boundaries.

The term "country" as used in the text of this report also refers, as
appropriate, to territories or areas.
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Chapter I

FLUCTUATIONS IN TH~ D~V~LOPED MARKF.T ECONOMIES

The first half of the 1970s was a period of unparalleled instability in
the developed market economies. There was an upsurge in prices that was
extraordinary not only in extent and speed but also in universality and its
persistence through different phases of the business cycle. And the cycle
itself was notable for its pace and amplitude: low growth at the beginning of
the decade gave way to one of the strongest and most concerted upswings in the
post-war period and that in turn was followed by the steepest and deepest
recession since the early 1930s. This brought an alarming incease in unemployment,
also notable for its extensiveness.

Interacting with the cyclical forces were several exogenous events that
tended to exacerbate the imbalances and complicate the search fOr effective
stabilization policies. The first of these was the break-up of the Bretton Woods
gold-exchange monetary system. This set in motion a series of changes in the
relationships among national currencies that had a major impact both upon the
international trading system and the state of external balance and upon the
course of internal prices. The second external influence was the result of
widespread harvest failures in 1972. By drawing down grain stocks - particularly
those held by the major exporting countries - to levels that were widely
considered dangerously low relative to possible fluctuations in world cereal
production, these created a sense of crisis and greatly accentuated the rise in
food prices almost everywhere. The third of these exogenous events also affected
a vital sector when in the final quarter of 1973 members of the Organization of
Arab Petroleum Exporting Countries (OAPEC) placed an embargo on deliveries of
petroleum to a number of countries, and members of the Organization of Pe-trnlp.um
Exporting Countries (OPEC) agreed on changes in the system of costing crude
petroleum that had the effect of quadrupling its price. These actions had an
immediate and profound effect on the cost of energy - and hence on prices in
general - and on the state of activity in energy-intensive industries as well as
on the external balance of petroleum-importing countries.

The speed and magnitude of these exogenous factors and, indeed, of the
business cycle itself made it exceptionally difficult for Governments to devise
and bring into operation effective stabilizing measures. In many cases, by the
time appropriate policies had been agreed to and acted on, the underlying
situation had changed - occasionally to the point at which the official actions
provided reinforcement to new destabilizing tendencies. Thus, in some countries,
stimulants introduced to counteract the 1970-1971 shrinking of demand became
effective in 1972 after a vigorous upswing had started. And steps to dampen the
boom were still being taken in 1974 when recessionary forces were already reducing
demand.

One of the reasons for difficulty in the formulation and timing of economic
policies was the persistence of price inflation, even during periods when national
productive capacity was being utilized at far below optimum rate. This inflation
was in fact a multiple phenomenon with at least three different origins, operating
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quite separately but sometimes reinforcing one another, and all manifested in
rising prices. At one stage the main source of the price increases was the
tendency for final domestic demand to run ahead of available supplies. Later,
the price increases were the result of rising costs, as overtime was extended or
wage rates raised to compensate for the higher cost of living or administered
prices raised to compensate for the effects of reduced turnover. At other
periods the price increases were reinforced from abroad through higher unit values
of imports.

Dealing with the dual problem of r~s~ng prices and unemployment of workers
and productive capacity - forms of imbalance that in normal circumstances would
call for opposite types of action - was thus complicated in many countries by
the state of external balance. The use of monetary policy was often inhibited
by the effect of changes in interest rates on the inflow or outflow of capital.
Depreciation of the exchange rate was often resisted because of its adverse
effects on domestic prices. Expansionary action was sometimes moderated or even
avoided because of the stimulus it might give to imports. Contrariwise, there
was also a tendency to avoid fiscal or other action to defend the external
balance that would have raised the price of a major import.

Fear of aggravating the complex problem of inflation thus induced a number
of developed market economies to tolerate a rate of unemployment above any
encountered since the 1930s. This reflects the fact that while the consequences
of unemployment affect only a small proportion of the population and - at least
as far as income is concerned - can be alleviated through existing social security
mechanisms, the consequences of inflation are felt by everyone and have proved
extremely difficult to remedy. Governments have, indeed, been noticeably
reluctant to accelerate the recovery from the 1974-1975 recession because of a
fear that such action might set in motion another inflationary spiral and quickly
abort any upswing in real incomes. They thus entered 1976 with both unemployment
and inflation at levels that would have been widely regarded as unacceptable during
most of the post-war period.

Economic growth in the first half of the 19708

When the decade opened, the major industrial countries !I were pulling out
of a short but sharp slump. In 1971 there was some liquidation of inventories
so that, although both personal consumption and fixed investment were accelerating,
the over-all rate of growth in production was a modest 3.6 per cent, well below
the average achieved in the 1960s. Both consumption and investment expanded
vigorously in 1972 and, reflecting the belated effects of earlier reflationary
policies, government expenditure also added to the upward movement: in the
aggregate, final domestic demand was nearly 6 per cent above the 1971 level.

Increase in stock building which had reccmmenced in 1972 continued strongly
in 1973, influenced partly by the commodity boom and TJartly by a further
expansion in fixed investment. There was also a turnaround in the real foreign
balance - which had been negative in 1972 - so that although the increase in

1/ Canada, France, Federal Republic of Germany, Italy, Japan, United Kingdom,
United States of America.
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consumption was somewhat below the previous year's figure, the gain in total output
reached 6 per cent (see table 1-1).

Then came the collapse: investment -, both in plant and equipment and in
stocks - was appreciably less in 1974 than in 1973 and there was virtually no
increase in private or government consumption. With exports still rising
vigorously, however, there was a sizable increase in the real foreign balance
notwithstanding the extraordinary widening of the trade deficit in money terms.
The gross product as well as final domestic demand was below the 1973 level. The
downswing continued into 1975: largely as a result of a major decline in fixed
investment along with a sizable run-down of inventories, there was a 1.7 per cent
reduction in total output. And, despite a moderate recovery in personal and
government consumption, final demand registered its second successive decline.

Apart from its amplitude, one of the main characteristics of the 1971-1975
swings in economic activity was their generality. Among the seven leading
industrial countries, only Canada entered the decade with a rate of growth above
the average for the 1960s. All seven accelerated in 1972 and all but the United
States did so again in 1973. All registered a sharp deceleration in 1974 and
all but Canada and Japan had a decline in output in 1975.

Among the major industrial countries the most striking changes were in fixed
investment. In general, investment outlays expanded most in 1972 and 1973, with
peak year-to-year growth in 1972 in France (7.4 per cent) and the United States
(8.9 per cent) and in 1973 in Canada (10.4 per cent), Italy (8.2 per cent), Japan
(13.0 per cent) and the United Kingdom (2.6 per cent). The exception was the
Federal Republic of Germany where investment growth decelerated throughout the
quinquennium. For the group as a whole, the turn-around came between 1973 and
1974 when aggregate investment growth swung from plus 7.1 per cent to
minus 4.6 per cent. In all seven countries there was either a marked deceleration
(Canada, France and Italy) or an absolute decline - of substantial proportions
in Japan (-9.8 per cent), the Federal Republic of Germany (-8.1 per cent) and
the United States (-5.2 per cent). This decline or deceleration continued into
1975 even more sharply in all countries except the Federal Republic of Germany,
Japan and the United Kingdom where investment outlays declined less in 1975
than in 1974. The over-all reduction in fixed investment was 7.5 per cent in
1975.

These swings were duplicated - and their impact consequently accelerated 
by movements in inventories. Except in Canada and the United States, there were
smaller additions to stocks in 1971 than in 1970. This was moderated or reversed
in 1972, while 1973 saw a major build-up - the addition accounting for over
2 per cent of gross national product in the United Kingdom and between 1 and
2 per cent in Italy and Japan, plus a continuation of the slower rate of
accumulation in North America. The decline in fixed investment in 1974 was
accompanied by a reduction in the rate of stockbuilding - in all countries except
Canada and Japan. In 1975 there was a general liquidation of inventories in all
countries with the exception again of Japan where further, but much smaller,
additions were made to stocks. For the major countries as a group, inventory
adjustment had the effect of bringing down the rate of growth in total output by
0.6 per cent in 1974 and 1.9 per cent in 1975.

Movements in the foreign balance measured in real terms, on the other hand,
tended to be stabilizing. The swing into deficit in 1972, for example, was fairly

-3-



general and it served to moderate the effects of the acceleration in domestic
demand. Contrariwise, when domestic demand declined in 1974, the foreign balance
turned or remained positive in all the major countries except Canada. 2/ This /
continued into 1975 when a positive foreign balance in all members of the group
except Canada and the Federal Republic of Germany offset the further reduction in
over-all final domestic demand. In Canada and the Federal Republic of Germany
movements were in the opposite direction: largely as a result of a substantial
decline in exports, there was a major swing in the foreign balance that more
than offset the increase in domestic demand.

In the smaller industrial countries, 3/ the cyclical pattern that
characterized the first half of the 1970s was similar to that in the major
industrial countries, though less uniform and less volatile. Austria is the only
country of the group that started the decade with a rate of growth above the
average for the 1960s. All but the Netherlands and Switzerland accelerated in
1972. In 1973, Austria, Denmark and Finland showed early signs of slowdown,
though this was outweighed by increases in other countries. The downswing in
1974 was moderated to a large extent by accelerating growth in Norway and Sweden.

The largest expansion in fixed investment outlays was made in 1972 (Austria,
Denmark, Finland and Sweden) and in 1973 (Belgium), while Luxembourg and Norway,
having entered the decade wtih an extraordinarily high rate of expansion,
registered the second highest increase in 1973. The exception was Switzerland
where investment growth decelerated throughout the 1971-1975 period. The turn
about in the aggregate investment that came between 1973 and 1974 (from an
increase of 4.8 per cent to a decrease of 0.8 per cent) was less drastic than
that in the major industrial countries. All nine registered either a substantial
deceleration as in Austria, Belgium, Finland, Norway and Sweden or an absolute
decline as in Denmark, Luxembourg, the Netherlands and Switzerland. This movement
continued in 1975 - even more sharply in most countries - and the combined decline
in investment was nearly 6 per cent.

The rate of increase in private consumption rose from 3.1 per cent in 1971
to 4.4 per cent in 1972 and then decelerated to not much above 2 per cent in 1974
and 1975. The impact of the swing in investment outlays and the deceleration in
private consumption was to a large extent neutralized by the movement of
government consumption. Starting with a 4.5 per cent increase in 1971, it
remained around a 3 per cent rate in 1972-1974, and accelerated to over 4 per cent
in 1975. In the early years of the decade the movement in the external balance
roughly offset the effect of changes in stockbuilding; thus total production and
final domestic demand followed a similar growth path. There was a general increase
in inventories in 1973 (largely voluntary, in the wake of a vigorous expansion in
imports) and in 1974 (largely involuntary, in the wake of weakening internal and
external demand) while the foreign balance swung from passive to active, both

2/ As a result of the deterioration in their terms of trade, however, France,
Italy-; the United Kingdom and the United States all had current account deficits
in 1974. For a discussion of changes in the external balance in current prices,
see the section below on exchange rates and balance of payments.

3/ Austria, Belgium, Denmark, Finland, Luxembourg, Netherlands, Norway,
Sweden and Switzerland.
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factors thus helping to sustain total production. In 1975. by contrast. with
exports declining faster than imports and inventories being liquidated in
virtually all the countries in the group. there was no offset to the deceleration
in domestic demand. and production dropped in all countries except Norway and
Sweden.

In the developed market economies that are more strongly affected by changes
in the primary commodity situation. '!!J the swings of the 1971-1975 period
followed the same pattern as those in the industrial countries. but they were
much less violent. The acceleration of the first half of the quinquennium
carried the rate of increase in private consumption from less than 6 per cent
in 1971 to over 6 per cent in 1973; and the deceleration of the second half
brought it down again - to about 2 per cent in 1975. Only in Iceland. Ireland.
New Zealand and Portugal. linked closely to receding demand in Western Europe.
was there a reduction in consumption in 1975. The rate of increase in fixed
investment decelerated sharply from a 1972 peak of 8 per cent. actually becoming
negative in 1975. However. the impact of this was considerably softened by
government action. particularly in the case of Greece, Portugal and the southern
hemisphere countries: after dropping to 4 per cent in 1972. the rate of increase
in government consumption accelerated to over 7 per cent in 1974 and 1975. Thus
the swings in final demand were relatively gentle. paralleling those in private
consumption - fluctuating around 6 per cent in the first four years of the decade,
before decelerating to about 2 per cent in 1975.

In line with their greater dependence on primary exports. fluctuations in
foreign trade were much greater. The group's exports of goods and services
expanded vigorously in the early years of the decade - by nearly 13 per cent in
1972 - and then slowed down in 1973 before registering an absolute reduction in
1974. Imports. lagging about a year behind this pattern, reached their highest
growth rate - over 13 per cent - in 1973 and 1974 before being cut back
drastically by almost all the countries in the group in 1975 under the impact {)f
a severe liquidity squeeze. These movements in foreign trade exercised a strong
influence on the growth of inventories: in particular, the combination of a
decline in exports and a massive expansion in imports caused a major accumulation
in 1974 - equivalent to 2.2 per cent of gross domestic product. With the trade
balance and the change in stocks more or less neutralizing each other. total
production moved in much the same way as domestic final demand: the rate of
growth rose to about 6 per cent in 1972 and 1973 and then weakened to not much
above 1 per cent in 1975. with Australia and New Zealand joining Iceland, Ireland
and Portugal in the negative column.

Changes in private consumption

In the aggregate. private consumption in the developed market economies
continued to increase in the first half of the 1970s: after rising to a growth
rate of 5-6 per cent in 1972 and 1973, there was hardly any expansion in 1974
and only a marginal recovery to just under 2 per cent in 1975. Consumption thus

41 Australia. Greece. Iceland. Ireland. New Zealand, Portugal, South Africa,
Spain-; Turkey and Yugoslavia.
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l~~ged behind the growth of population in 1974 and the average level of living
declined. At about 3.5 per cent a year, the average rate of increase over the
quinquennium was well below the figure for the 1960s.

The dominant pattern of change over the quinquennimn was: acceleration to a
peak in 1972 or 1973 followed by sharp deceleration, with a modest recovery in a
few countries in 1975. Among the major industrial countries the highest rate of
increase in private consumption was registered in Japan (6.5 per cent a year).
Canada and France also achieved rates of over 5 per cent a year. In the Federal
Republic of Germany the rise in consumption exceeded 5 per cent in 1971 but it had
fallen to almost zerO by 1974. The United Kingdom and the United States recorded
gains of about 6 per cent in 1972 but absolute reductions by 1974. There was a
further decline in consumption in the United Kingdom in 1975 when Italy also moved
into the minus column (see table 1-2).

Among the smaller industrial countries there were some that did not conform to
the acceleration-deceleration pattern, and this exerted a stabilizing influence on
the combined rate of increase in private consumption: this rose to 4.4 per cent
in 1972 and then declined to about half that figure in 1974 and 1975. Luxembourg
and Sweden achieved their highest rates of increase in private consumption in 1974,
while the Netherlands and Norway maintained a steadier rate of expansion - around
3 per cent a year in the former and about 4 per cent in the latter. Denmark and
Switzerland were among the countries recording an absolute reduction in consumption
in 1974; and in Switzerland there was a further decline in 1975 bringing the
average rate of increase in the quinquennium down below 2 per cent a year, the
lowest in the group.

In the remaining developed market economies private consumption increased at
around 6 per cent a year in the 1971-1974 period but at less than 2 per cent in
1975 when there was a sharp decline in several countries, including Iceland,
Ireland and Portugal. The relative stability of the group's growth in the opening
years of the decade conceals some wide variations among individual countries: the
1971 expansion was boosted by particularly high rates of increase in consumption in
Iceland, Portugal, Turkey and Yugoslavia and this was repeated in 1974 when these
countries recorded rates of 7-9 per cent.

Averaged over the quinquennium, private consumption in the developed market
economies rose by 3.5 per cent a year, well below the 4.9 per cent rate achieved
in the 1960s. A few countries approached Or even exceeded earlier rates:
consumption increased by 5 per cent or over a year in Canada, Finland, Iceland,
Luxembourg, Portugal and Turkey (above the average for the 1960s) as well as in
France, Greece, Japan, Spain and Yugoslavia (below the average of the 1960s). But
in some of the leading industrial countries, including Italy, the United Kingdom
and the United States as well as some of the smaller ones - Denmark, Ireland,
Sweden and Switzerland - the average rate of increase in consumption was below
3 per cent a year.

These low averages reflect the severity of the 1974-1975 recession. As
indicated above, private consumption was virtually static in the major industrial
countries in 1974 and, following the turn-around, it advanced hardly faster than
population in 1975.

The impact of these changes was moderated by official transfers - through
unemployment compensation, for example, and other social security payments - and by
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adjustments in tax rates. Thus real disposable income continued to rise in the
Federal Republic of Germany, slightly in 1974 but at a near normal rate in 1975,
while in the United States expansion was resumed in 1975 after a reduction in 1974.
In Italy, however, the transfer-tax adjustment was not sufficient to prevent a
decline in disposable income in both years. In France and Japan there was also a
sharp deceleration in the growth of earned income in 1974 and 1975, moderated in
both cases by the operation of trans~ers and taxes. In the United Kingdom, on the
other hand. where wage rates rose with exceptional speed and inflation intensified
the fiscal drag of a steeply progressive and low-threshold income tax, earned income
continued to rise in 1974 and 1975 but less than enough to prevent the transfer
tax adjustment from resulting in a reduction in real disposable income in 1975.
The transfer system also seems to have had a perverse effect in Canada in 1974,
magnifYing the deceleration in incomes.

One of the consequences of the deceleration in income growth in 1974 and 1975
was a tendency for personal savings ratios to rise, reflecting the institutional
nature of a significant part of the savings of individuals as well as a reaction to
the sudden increase in the possibility of unemployment. Even before this, personal
savings rates had shown an upward tendency in a number of developed market economies,
presumably in response to the rise in incomes and, at some stages, in reaction to
the rapid rise in prices. 5/ With Governments explicitly aiming to reduce the
inflation, many consumers appear to have deferred certain types of expenditure,
including the purchase and equipping of new houses. As a result, the ratio of
personal saving to personal disposable income was generally high throughout the
quinquennium and it attained a peak in 1974 in Japan (25.8 per cent) and the
United Kingdom (12.7 per cent) and in 1975 in Canada (9.2 per cent), France
(14.2 per cent), the Federal Republic of Germany (16.6 per cent) and the United
States (8.9 per cent).

In Japan, where there was a marked expansion in corporate deposits as well as
in personal savings, the increase in savings in 1975 was the largest ever recorded
in value and the second largest (after 1971) in proportion. In the Federal Republic
of Germany the 1975 increase in the savings of members of the Savings Banks and
Giro Association (DM 31 billion) was almost twice as large as the 1974 increase
(DM 16.5 billion). And in the United States the Federal Home Loan Bank reported
that the net inflow of savings in 1975 was more than six times the 1974 figure and
almost a fourth above the previous record established in 1973.

By widening the deflationary gap this upsurge in savings was one of the
influences tending to make the 1974-1975 recession much deeper than expected.

Changes in fixed investment

Recovering from the 1970 recession, investment in plant and equipment increased
vigorously in the first three years of the decade, raising its share of the goods
and services produced in the developed market economies in this period. Then came
a sudden collapse and, in the aggregate, investment declined by 3.6 per cent in
1974 and 6.8 per cent in 1975. The pattern was a general one. Only six of the

5/ It has been argued that one reason for the rise in savings has been a
desire to restore or maintain the relationship between the value of liquid assets
and the stream of income. See Bank of England, Quarterly Report, March 1976, for
a discussion of the testing of this hypothesis.
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26 developed market economies reduced their investment in 1971 (Belgium. Italy,
New Zealand, Spain, Turkey and Sweden), only three in 1972 (Iceland, the Netherlands
and Norway) and only one in 1973 (Australia). In 1974, by contrast, almost half
the developed market economies invested less than in the previous year and of those
that invested more only four. all primary exporting countries, recorded an
acceleration - Australia (to 5.7 per cent), South Africa (to about 7 per cent),
Turkey (to about 16 per cent) and Yugoslavia (to 9 per cent). In 1975 a fourth of
the developed market economies expanded their fixed investment and of these only
Finland. Norway. South Africa and Yugoslavia recorded an increase of over 2 per cent
(see table 1-3).

The swing in business investment was widest among the major industrial
countries where year-to-year growth rose to a combined figure of over 7 per cent in
1972 and 1973 before becoming increasingly negative in the 1974-1975 recession.
A similar swing occurred among the smaller industrial countries though its
amplitude - from plus 4.8 per cent for the group as a whole in 1973 to minus
5.6 per cent in 1975 - was 5 percentage points less than that of the major group.
In the case of the primary exporting group, the over-all rate of increase in fixed
capital investment peaked at 8 per cent in 1972 and then decelerated, much more
gently than in the industrial countries, turning negative only in 1975.

The massive reduction in investment in the industrial countries reflects the
weakness in effective total demand that developed in 1974 and 1975 and the
resultant decline in capacity utilization in the manufacturing sector. In view of
the fact that one of the reasons for the acceleration in the rate of increase in
prices in the upswing of 1972-1973 was the emergence of a number of bottle-necks in
productive capacity, the transformation was sudden. Although it was touched off by
the great increaseoin petroleum prices and the cutting off of supplies - which
exerted a direct and immediate effect on the motor vehicle industry and the
associated engineering branches and an indirect effect on all energy-using
activities, there were endogenous and more fundamental factors involved, relating
to the longer-term relationship between consumption and investment and the extent
to which growth in the latter needed to be curbed in the interest of internal
economic stability.

Some of these problems are discussed later in this chapter; 6/ in the present
context it is sufficient to note that anti-inflationary pOlicies both in the late
1960s - when the rise in prices first began its acceleration - and in the 1972-1973
upswing were aimed in part very specifically at curbing investment. As a good deal
of idle capacity emerged in the 1970 recession, especially in some of the capital
intensive industries, discouragement of investment seemed an acceptable policy - at
least on the current assumption that the continued price increases reflected excess
demand. In retrospect the soundness of the policy appears less certain. On the
one hand, the inflation was in fact deriving increasingly from lagging productivity
and rising unit costs. On the other hand, the upswing in 1972-1973 carried the
rate of growth in world demand to 6.6 per cent, well above its longer-term average.
As bottle-necks appeared in the course of 1973 and the rate of price increase again
accelerated, disinflationary pOlicies again tended to deter investment.

Apart from monetary and fiscal disincentives, efforts to slow the course of
inflation by price controls also tended to exert a drag on investment. Where in
the face of such controls wage rates rose more or less in line with the cost of
living. profits were squeezed. Over the 1970-1974 period there was in many of the

ff See the section on Stabilization policies below.
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industrial countries a steady erosion of the ratio of the operating surplus of
business enterprises to the national disposable income: in France and the
Netherlands it declined by 3 percentage points, in Austria, Belgium, the Federal
Republic of Germany and Spain by 4 points, in Italy by 7, in Japan by 8 and in
Luxembourg by 12. In the United Kingdom and the United States the reduction
occurred only after 1973 but both these countries started the decade with low ratios
and were the only developed market economies in which profits accounted for less
than 20 per cent of total income in 1974. 7/ In the United Kingdom and also in
Italy the impact of this decline on fixed capital formation was intensified by
work stoppages which lowered productivity and raised unit costs.

The need for additional resources to be devoted to investment in manufacturing
plant and machinery was enhanced after 1973 when the urgent search for alternative
sources of energy resulted in new and unexpected claims on the capital market. The
ensuing slump in demand masked the problem until well into 1975 when policy-making
bodies began stressing the need for modernization and expansion of production
facilities in order to sustain the upswing just getting under way. In the United
Kingdom a new long-term industrial strategy was launched late in 1975 at the core
of which lay the expansion of investment and the raising of productivity. In the
Federal Republic of Germany, fiscal pOlicy of 1976 involved some redistribution of
income in favour of entrepreneurship. And in the United states the President's
Council of Economic Advisers called 8/ for the raising of the business investment
ratio in the second half of the 19708 to an average of 12 per cent of gross national
product, compared with an average of 10.4 per cent in the previous 10 years.

Changes in government consumption

Though there were some instances in which changes in government consumption
reflected specific contra-cyclical policies, longer-term trends and special
programmes - relating to defence or social welfa~e, for example - generally seem
to have exercised a stronger influence on the course of official expenditure
over the quinquennium. 9/ Canada was the only major industrial country in which
government consumption was substantially increased in the 1974-1975 recession.
The rate of increase remained relatively stable in the United Kingdom (around
3.4 per cent). in France and, after 1971, in the Federal Republic of Germany
(around 4 per cent a year), and in Japan (around 7 per cent) - all appreciably
above the average growth in government consumption in the 1960s. In Italy there
was a steady deceleration, from over 5 per cent in 1971 to less than 1 per cent in
1975, while in the United States government consumption actually declined in three

7/ Luxembourg was the only country in this group in which the profit ratio in
1970 was significantly above the average for the preceding five years (34 per cent
as against 30 per cent); the 1970 figure was virtually the same as the earlier
average in Austria (30 per cent), Belgium (33 per cent), France (29 per cent) and
Japan (42 per cent); in the Federal Republic of Germany, Italy, the Netherlands,
Spain, the United Kingdom and the United States it was already 1-2 percentage points
lower.

8/ In its Annual Report, January 1976.

9/ The problem of adjusting fiscal pOlicy to cyclical requirements in the
peculiar circumstances prevailing in the first half of the 1970s is discussed later
in the chapter.
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out of five years, including 1974 (see table 1-4). 10/ In the aggregate, the
highest rate of expansion in this group occurred in-rhe boom year 1972 (3.1 per cent)
and the lowest (zero) in the recession year 1974. Over the five years government
consumption increased more rapidly than private consumption in the Federal Republic
of Germany, Italy, Japan and the United Kingdom but, largely owing to the
reduction in the United States, the average for the ~roup as a whole was well under
half the rate of growth in private consuraption.

Among the smaller industrial countries, government consumption increased
somewhat faster than private consumption, but for the group as a whole the rate of
growth decelerated between 1971 and 1974, recovering in 1975 in almost all the
countries concerned - to the highest rates in the quinquennium in the case of
Luxembourg (3.1 per cent), the Netherlands (4.2 per cent) and Sweden (4.9 per cent).
There was some tendency for the rates of increase in government consumption to
vary contra-cyclically in Denmark, Sweden and Switzerland - declining in the early
years and rising in the later years - but they fluctuated erratically around the
average in Luxembourg (2.4 per cent a year), Austria (3.7 per cent) and Norway
(4.3 per cent) while in Belgium, Finland and the Netherlands the lowest rate of
increase was registered in the recession year 1974.

A significantly faster rate of growth in government consumption was recorded
by the primary exporting group: over the quinquennium it averaged more than
6 per cent a year, well above the rate of increase in private consumption or fixed
investment. Largely as a result of deceleration in Australia and South Africa in
1972 and subsequent increases not only in those countries but also in Greece (to a
growth rate of over 12 per cent in 1975) and Yugoslavia (to 10 per cent in 1975),
the pattern of year-to-year change for the group as a whole was contra-cyclical in
the global context. There were exceptions among individual countries however:
government consumption decelerated along with other components of final demand not
only in Australia and South Africa in 1972 but also in Iceland, Ireland, Portugal
and Spain in 1975, while in 1974 it followed the general upward movement in South
Africa and Yugoslavia.

Changes ln final domestic demand

With all three components - private and government consumption and gross
fixed capital formation 11/ - moving in much the same way, aggregate final domestic
demand in the developed market economies accelerated to a 5.6 per cent increase in
1972 and then rose by 4.8 per cent in 1973 and, with no further growth in 1974 or
1975, registered an average rate of increase over the first half of the 1970s of
less than 3 per cent a year, significantly below the rate of about 5 per cent
achieved in the 1960s.

10/ In the United States, government consumption has been calculated as the
difference between government expenditure on goods and services - which increased
at an average rate of 0.6 per cent over the quinquennium - and government fixed
capital formation. It thus includes expenditure on inventories and on military
equipment and facilities.

11/ The contribution of these components to final domestic demand differs
appreciably from country to country. In 1970, for the developed market economies
as a whole, private consumption accounted for about 61 per cent of the total,
fixed investment about 22 per cent, and government consumption about 17 per cent.
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The cycle was most marked among the major industrial countries where, under
the influence of the reduction in investment, final demand declined in both 1974 and
1975. Only Canada and France maintained a positive rate of growth during the
recession; demand was reduced in 1974 in the Federal Republic of Germany, Japan and
the United Kingdom, in 1975 in Italy and in both years in the United States (see
table 1-5). Except in Canada, the average rate of expansion over the five years
was well below the figure for the 1960s - less than half in the case of the Federal
Republic of Germany (2.2 per cent a year), Italy (2.0 per cent) and the United
States (1.9 per cent) and only slightly above half in Japan (5.5 per cent).

Among the smaller industrial countries both the upswing and the downswing were
milder. Switzerland was the only member of this group in which final domestic
demand was substantially lower in 1975 than in 1973: over the five years the
growth in demand averaged only 1 per cent a year - the lowest among the developed
market economies and less than a fifth of the rate recorded in the 1960s. Rates
of less than half the earlier average were also registered by Denmark, the
Netherlands and Sweden - about 2 per cent a year over the quinquennium. Finland
and Norway resisted the recessionary influences of 1974-1975 much better and
maintained their earlier rates of growth, as did Austria and Luxembourg, despite an
absolute reduction in 1975.

In the case of the developed market economies that are more dependent on
primary exports, cyclical influences were generally weaker and, as indicated above,
offset to a greater extent by movements in government consumption. In the first
four years of the decade the group's over-all rate of increase in final demand
oscillated around 6 per cent a year, well up to the average for the 1960s. It
dropped sharply in 1975, largely as a result of a reduction in Iceland (where growth
rates had been high) and in Ireland (which was particularly exposed to developments
in its larger partners in the European Economic Community (EEC) and a sharp
deceleration in Australia and Spain.

As a component of final demand in the developed market economies, the share of
private consumption increased appreciably in the first half of the 1970s. This
reflects developments in the United States where government consumption declined
and business investment lagged: but private consumption also grew more rapidly in
several other countries, including France and Japan and, to a lesser degree, Italy
(where the share of private consumption in final demand, at 66 per cent in 1975,
was the highest among the major industrial countries) and the Federal Republic of
Germany (where it was the lowest - below 57 per cent). The quinquennium also saw
an appreciable increase in the share of private consumption in final demand in the
~etherlands and Switzerland as well as Greece and Yugoslavia.

Corresponding to. this shift in favour of consumption and reflecting the depth
of the 1974-1975 recession, there was a significant and widespread decline in the
contribution of investment to final demand. It was most noteworthy in some of the
major industrial countries - particularly the Federal RepUblic of Germany, France~

Italy and Japan - but also apparent among the smaller industrial countries (Belgium,
Denmark, the Netherlands, Sweden and Switzerland) and even in some of the primary
exporting countries such as Australia, Greece, Turkey and Yugoslavia.

No less significant was the rise in the proportion of total demand derived
from government consumption. Outside the United States, this rise was almost
universal. Only a few of the primary exporting countries in which government
consumption is relatively low - Portugal, Spain and Yugoslavia - saw a decline over
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the first half of the decade. The most notable increases were recorded in
Australia, Italy, Japan and Switzerland where sovernment consumption accounted for
only a moderate (10-15 per cent) share of final demand and, more significantly, in
Denmark, the Federal RepUblic of Germany, Sweden and the United Kingdom where the
government share was particularly high - between 21 and 26 per cent in 1975.

Changes in inventories

In general, movements in stockbuilding tended to accentuate the cyclical
changes in demand during the first half of the 1970s, exercising a negative effect
in 1971, an increasingly positive effect in 1972-1973 - raising the over-all rate
of grov~h in the developed market economies by almost one full percentage point in
1973 - and an increasingly negative effect thereafter. In 1975 there was not only
a sharp deceleration in stockbuilding but an actual liquidation of stocks in a
majority of countries; this served to reduce the over-all rate of growth in
production by almost 2 percentage points.

Over and above this dominant cyclical pattern in investment and industrial
production, inventory changes in individual countries were affected by a number of
other factors. During the quinquennium uncertainty regarding the value of
currencies often lay behind stock movements: expectation of devaluation tended to
advance and enlarge investment in imported goods and, contrariwise, expectation of
currency appreciation tended to delay and diminish such stock accumulation.
Shortages, actual or feared, and the accompanying efforts to control exports also
affected stock movements, especially in 1973. The upswing in commodity prices in
1972-1973 and the ensuing surge in imports into the primary exporting countries
were also reflected in changes in the stocks held in particular places. Labour
strikes and other industrial stoppages were the occasion of stock changes in Italy
and the United Kingdom. More generally, changes in credit conditions played an
important, and sometimes contra-cyclical, role: easy credit helped to keep stocks
higher than they would have been in Japan in the 1970-1971 recession, for example,
but in the 1975 recession monetary stringency associated with anti-inflationary
pOlicies tended to tighten the squeeze on stock-carrying enterprises in many of the
industrial countries, adding to the forces making for liquidation.

The upswing in stockbuilding in the early part of the decade was most striking
among the major industrial countries. All seven followed the same pattern, with
stockbuilding making its greatest contribution in 1973 when growth rates were
raised by up to 2 percentage points in Italy, Japan and the United Kingdom and by
almost 1 percentage point for the group as a whole. Except in Canada and Japan,
1974 brought a marked deceleration in stockbuilding. At the end of the year,
however, stock/sales ratios were still very high in a number of countries,
suggesting that the speed and extent of the downswing in economic activity were far
above business expectations. This served to accentuate developments in 1975:
except in Japan, where there ,·ras a further but much smaller increment in inventories,
there was vridespreadliquidation which had the effect of reducing the average
growth rate by about 2 percentage points - rather less in the United States,
appreciably more in all the other members of the group (see table 1-6).

The upswing was rather less regular among the smaller industrial countries and
it lagged somewhat behind the pattern of change set in the major countries: 1972
saw a continued deceleration in stockbuilding in all members of the group (except
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Luxembourg) and the expansion phase extended into 1974 (though at a slightly lower
rate in Austria and Belgium). Deceleration or liquidation characterized 1975 and
although in Finland and Sweden the year's inventory increase continued to raise the
rate of growth in production, 12/ the group as a whole had its growth cut to the
same extent (almost 2 percentage points) as the major countries.

Among the primary exporting countries inventory changes were more erratic,
being influenced strongly by the outcome of harvests and the flow of exports and
imports. Largely as a result of liquidation of stocks in Australia, Iceland,
Portugal and South Africa, the negative effect on the group's over-all growth was
accentuated in 1972 and the positive effect moderated in 1973. The general effect
of the 1972-1973 commodity boom was to transfer stocks from the primary exporting
countries to the industrial importing countries. By the same token there was a
particularly large accumulation of stocks in 1974 - reflecting in part the shrinking
of exports as the recession spread - which added well over 2 percentage points to
the group's combined rate of growth. In 1975, however, as in the other groups, the
impact of stock changes was decidedly negative.

Changes in the foreign balance 13/

In most countries, year-to-year changes in the current external balance had
a greater impact on total production than inventory changes during the first half
of the 1970s, but in terms of the weighted average for the developed market
economies as a group the effect of the two components was of much the same order of
magnitude. Whereas inventory changes tended to accentuate the effect of movements
in final domestic demand, however, the foreign balance generally exercised a
moderating effect, reducing or holding back growth in the 1972-1973 upswing in
demand and boosting it in the 1974-1975 downswing.

12/ In Finland the continued, though reduced, build-up of stocks reflects
primarily the slackening in exports - of lumber and other wood products 
supplemented by some precautionary movement into goods in the face of a price rise
running in excess of 20 per cent a year. In Sweden, where prices were rising at
less than 10 per cent a year, the further grmrth in stocks reflects, in part, the
Government's efforts to support stockbuilding as a means of stabilizing output and
employment: in the year beginning in July 1975 a fifth of the cost of increments
in stocks in firms that maintained employment levels was borne by the State.

13/ The changes in foreign balance discussed in this section have all been
measured in real terms, mostly at 1970 prices, in the same way as the other
components of production growth. In most of the developed market economies,
however, changes in import prices in the 1971-1975 period differed much more sharply
from export prices than they had previously done. By its effect on the purchasing
power of exports, this often resulted in marked differences between changes in
production and changes in income. By the same token it also tended to cause
unusually wide differences between the foreign balance as a component of gross
domestic product groi~h and the balance of goods and services measured in current
prices in the external accounts of individual countries. Payments imbalances
emerging in current prices in the course of the quinquennium are discussed in the
section below on Exchange rates and balance of payments.
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Among the major industrial countries there was a general acceleration in the
increase in exports in the early years of the decade - 1971 to 1973 in the case of
Canada, the Federal Republic of Germany and the United States, 1972-1974 in the
case of France and Japan - followed by a corresponding deceleration which, in r~st

cases, carried export earnings into the negative column in 1975. In the aggregate,
the export growth rate doubled between 1971 and 1973 - from 7 per cent to over
14 per cent - decelerated somewhat in 1974 (to 11 per cent) and then collapsed to
a reducti0l1 of 5 per cent in 1975, when only Italy and Japan registered further"
though diminished, gains (see table 1-7).

With the bulk of its international trade taking place within the group, the
imports of the major industrial countries followed the same course as their
exports: there was a sharp acceleration to a peak rate of increase in 1973 (1972
in the case of Italy and the United States) and then an even sharper deceleration
to an absolute decline in 1975 (except in the Federal Republic of Germany where
imports continued to expand, though by less than 1 per cent in 1975). In the
United States, where imports showed hardly any growth in 1974 there was a reduction
of no less than 17 per cent in 1975, reducing the average rate of increase over
the first half of the decade to a mere 1 per cent a year (see table 1-8). The rate
of increase was also well below the longer-term average in Italy (about 3 per cent
a year) and the United Kingdom (just under 5 per cent).

As the recovery got under way in 1972, imports rose faster than exports:
Canada, the United Kingdom and the United States moved into deficit, while in the
Federal Republic of Germany and France there was a reduction in surplus. For the
group as a whole the change in external balance exerted a negative impact on
over-all growth in production. Thereafter, with exports booming in 1973 (and to a
somewhat less extent in 1974) and import increases shrinking (and becoming negative
in 1975), the external balance played a positive role. Under the influence of
particularly strong export performance in 1973 the change in external balance
added almost 1 percentage point to the nearly 4 per cent growth in final domestic
demand in the United States and over 2 percentage points in the Federal Republic of
Germany - almost as much as the gain in internal demand. In 1974 the change in
the external balance added to the grov~h in production in all the major industrial
countries except Canada (vThere domestic demand was better maintained); in the
Federal Republic of Germany and the United Kingdom, indeed, the external balance
more than offset the reduction in final internal demand. 14/ In 1975 the impact of
the external balance was again positive, except in Canada-and the Federal RepUblic
of Germany where imports were better maintained in the face of declining exports
(see table 1-9). In the United States the external surplus, though relatively
smaller than in 1973 and 1974 was equivalent to almost half the decline in final
domestic demand, and in Italy the compensatory effect was even greater.

The course of export growth from the smaller industrial countries was
essentially the same as in the major countries: peak rates of increase were
achieved in 1972 in Denmark, Finland and Norway and in 1973 in Belgium, Luxembourg,
the Netherlands, Sweden and Switzerland. Thereafter, deceleration was rapid:
Norway was the only member of the group that did not register a reduction in 1975.
Import growth followed the same pattern, accelerating to a 1973 peak in virtually
all the countries in question and then decelerating no less generally to become
negative in 1975.

14/ In the wake of the sharp deterioration in terms of trade, however, all the
major:fndustrial countries except the Federal Republic of Germany and the United
States ran large external payments deficits in 1974.
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In Austria, Belgium, Denmark and Switzerland the resultant changes in the
external balance became progressively less negative or more positive, adding to
the growth in production in all four countries in 1975, around 1 per cent of gross
domestic product in most cases but almost 4 per cent in Switzerland where there
was a particularly sharp reduction in final domestic demand. In Finland, Luxembour~

0:

Norway and Sweden, by contrast, the external balance grew less positive or more
negative, especially after 1973, more than offsetting the expansion in internal
demand in Finland and Sweden in 1975, and in Luxembourg accounting for the bulk of
the massive (7.7 per cent) decline in production. 15/ In the case of the netherlands
there was no cyclical pattern in the foreign balance which - "Lmiquely among the
developed market economies - remained positive throughout the quinquennium.

The cyclical pattern was also absent from the movement in the foreign balances
of the primary exporting countries. Except in the case of Spain in 1971, South
Africa in 1972 and Australia in 1971-1973, these countries were in continuous
deficit. The growth cf exports decelerated markedly between 1971 and 1974 in
Australia, New Zealand and Spain and between 1972 and 1975 in Portugal and
Yugoslavia. For the group as a whole, peak expansion in 1972 reached almost
13 per cent; 1974 brought a decline of nearly 3 per cent. The growth in imports
rose to a similar peak, later and longer sustained, before turning negative in
1975. iIith imports overtaking exports, 1973 saw the group svring into deficit;
Australia was the only member to remain in surplus, and then only barely. 16/
Though there was a reduction in the deficit in Greece and Ireland in 1974,~he
deterioration in the external balance of the group as a whole was over twice the
proportion of the preceding year - amounting to more than 3 per cent of gross
domestic product, this deficit offset much of the increase in domestic final demand.
The cutback in imports in 1975, combined with some recovery in exports, resulted in
a movement in the over-all foreign balance that added to the effect of the modest
increase in domestic demand that occurred in that recession year.

Changes in gross domestic product

The combined effect of the movements outlined above was an upswing in the rate
of growth in production that reached a developed market economy average of nearly
6 per cent in 1973, followed by the virtual cessation of gro1j~h in 1974 and a
contraction of 1.5 per cent in 1975. The pattern was common to all three groups of
.countries but most marked among the major industrial countries and least among the
primary exporting countries.

The United States reached its maximum growth rate (5.7 per cent) in 1972, the
rest of the major countries in 1973. The decline that followed was precipitant:
production was reduced in Japan and the United States in 1974 and there was hardly
any increase in the Federal Republic of Germany and the United Kingdom (see
table 1-10). Japan was the only country to register a recovery in production in
1975; in Canada production was virtually static at the 1974 rate, while in all the
other countries there was a contraction - .for the second year in the case of the
United States, making the recession both the steepest and the longest since the
1930s.

15/ In current prices Sweden moved into increasing external deficit in 1974
and 1975.

16/ Heasured at current prices, however, South Africa also remained in surplus
in 1973, as did New Zealand, though at a much reduced level.
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Among the small.er industrial countries, the growth cycle was far less uniform.
The rate of increase in production reached its peak in 1971 in the Netherlands and
Switzerland, 1972 in Austria, Denmark and Finland, 1973 in Belgium and Luxembourg,
and 1974 in N.rway and Sweden. The 1975 recession hit every member of the group,
however: there was a contraction in output everYWhere except Norway, where a
3 per cent increase was recorded, and Finland and Sweden, where there was marginal
growth.

Some members of the primary exporting group followed the cycle set by the
major countries: Ireland, New Zealand and Portugal experienced a notable
acceleration in the early years of the decade and a sharp deceleration after 1913,
into the negative column in 1975. Spain moved from a high growth rate in 1972 and
1973 to a fractional one in 1975. In Iceland there was a deceleration throughout
the period that carried the growth rate from almost 12 per cent in 1971 to
-2 per cent in 1975. Australia ~aintained a more uniform expansion between 1971 and
1914 but recorded a decline in output in 1975. The other members of the group 
Greece, South Africa, Turkey and Yugoslavia - were more affected by variations in
agricultural harvests and government expenditure and tended to register erratic
but generally higher rates of increase in total production. It was largely as a
result of this that the primary exporting group as a whole sustained a 5-6 per cent
rate of expansion in the first four years of the quinquennium and a positive though
much reduced growth in 1975.

The state of economic balance

The first half of the 1970s was characterized by economic imbalances - both
within countries and between countries - that were not only acute by post-war
standards but also extremely persistent. Efforts to restore more stable growth
were far from successful; indeed, at certain stages adoption of inappropriate
combinations of pOlicies contributed to the wide swings in demand discussed in the
preceding section.

The three main manifestations of imbalance were inflation and unemployment 
within virtually every developed market economy - and exchange instability, which
was also widespread, though not always overt. The three phenomena were closely
interrelated. Differences in the rates of increase in domestic prices were among
the main sources of pressure on the rates of exchange between national currencies.
At the same time, increases in external prices and the resultant rise in import
costs fed the domestic inflation, especially in trade-dependent countries.
Devaluation of the currency, designed to improve the state of external balance, also
affected domestic prices by raising the cost of imports. Efforts to restrain the
rise in prices through tightening the supply of money or reducing the claims of
Government on available resources exerted a negative effect on new investment and
on the rate of capacity utilization, thus increasing the incidence of unemployment.
Efforts of private industry to counteract the effects of rising wages and other
costs on profit margins by raising their selling prices invariably aggravated the
problem of inflation and where they involved a reduction in supply they added to
unemployment also.

Though 1975 brought some deceleration in the rate of price increase in most
developed market economies, the end of the year still found prices rising more
rapidly than at any time before 1974. Despite this, unemployment rates were
generally higher than at any time since the readjustment period immediately after
the Second World War, and in very few countries had the rate turned downwards by
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the end of the year. And because of the marked differences in the pace of price
increase, rates of exchange between national currencies remained unstable,
notwithstanding official intervention intended to smooth out the effects of
speculative and other ephemeral forces. Thus the challenge of restoring conditions
for stable growth remained a priority for the second half of the decade.

Price changes and inflation

The developed market economies entered the 1970s with prices rising at rates
that were widely regarded as unacceptably high. The generally vigorous rates of
economic grolnh in the 1960s had involved easy credit and the rapid expansion of
Government social programmes and, in the case of the United States, increasing
budgetary deficits arising from the war in Indo-China. And towards the end of the
decade there was a perceptible tendency for negotiated wage rates to include
compensation for expected price increases.

In the second half of the 1960s, measured by the gross national product
deflator, prices were rising at 5 per cent a year in the United Kingdom (as against
3.5 per cent in the first half of the decade), at 4.7 per cent in Japan,
4.4 per cent in France, 4.2 per cent in Canada (compared with 1.9 per cent in the
first half) and 4 per cent in the United States (up from a low 1.4 per cent).

In the United Kingdom there was a sharp acceleration in wage rates in 1969 and
by the end of 1970 earnings were 14 per cent above the corresponding figure of a
year earlier and the price level was up 8 per cent. Policy in the fiscal year
1970/71 was aimed at stimulating growth in order to raise productivity and slow
do~m the increase in costs. In 1971 a new strategy was adopted in rp.s~ect of public
sector wage settlements with a view to effecting a systematic deceleration Iu th~

rate of increase - then running at over 10 per cent a year. Though it was backed
by the Confederation of British Industry - the main employers' organization - which
undertook to limit price increases to 5 per cent, the effort to contain wages
broken down early in 1972 when a coal miners' strike was settled by a 25 per cent
increase.

In the United States in April 1970, the Chairman of the Federal Reserve Board
diagnosed the country's inflation as a problem of "cost-push?! rather than "demand..,.
pull n • Between the fourth quarter of 1968 and the first quarter of 1970
compensation in the private non-farm economy had risen at an annual rate of
6.4 per cent while productivity declined at an average rate of 0.8 per cent a.year.
In June 1970 the President set up a National Commission on Productivity, a
Regulations and Purchasing Review Board and a system of "inflation alerts" intended
to pUblicize actions or policies deemed likely to exacerbate the inflation. Three
such alerts had been sounded by the spring of 1971 when a tripartite Construction
Industry Stabilization Committee was established to bring under control the wage
price spiral in the strategically placed building industry.

In France, wage increases in 1969 and 1970 averaged 10 per cent a year. Kept
under official surveillance, the price level of industrial goods, inclUding taxes,
increased by 7.5 per cent in 1970 (compared with 10.8 per cent in 1969) and by
only 2.1 per cent in 1971. In September 1971, when there were signs of fresh
acceleration, the Government introduced direct price restraints.
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In the Federal Republic of Germany the wage settlements concluded between the
end of 1969 a:ld early 1971 involved '''double digit v; increases, 17/ in sharp contrast
to the previous rather low and longer contracts negotiated in the 1966/67 recession.
Earnings per employee rose by a sixth in 1970 while productivity lagged; there was a
7 per cent increase in the general price level - twice as much as in any year in the
1960s. Though the round of gains in the spring of 1971 was far above the targets
embodied in the Government I s"orientation data 1i

, direct intervention into the wage or
price formation process was avoided. The official policy remained one of Hmoral
suasion"; the orientation data were reaffirmed, the education process intensified
and the Federal Cartel Authority was urged to enforce, as vigorously as possible, the
Law Against Restrictive Practices.

The 90-day rent, wage and price freeze introduced as part of the l1neweconomic
policy l1 of the United States in August 1971 helped to reduce the rate at which the
consumer price index was rising from 5.9 per cent in 1970 - notwithstanding the
deceleration in demand at that time - to 4.3 per cent in 1971 and 3.3 per cent in
1972, in the face of a renewed upswing in demand. The only other industrial
countries to experience a slowing down in price movement were Japan (from
6.1 per cent in 1971 to 4,5 per cent in 1972), Sweden (from 7.4 per cent to
6.0 per cent) and the United Kingdom (from 9.4 per cent to 7.1 per cent). Several of
the primary exporting countries registered a smaller price increase in 1972 tcan in
1971 - New Zealand, Portugal. Turkey and, marginally, Australia and Ireland - but as
others registered a sharper increase. the average price change for the group as a
whole remained at around 8.5 per cent, about twice the average recorded in the
industrial countries (see table I~ll).

In the 1972-1973 period the task of the industrial countries in dealing with
the wage-price spiral was greatly complicated, on the one hand. by the pace and
universality of the renewed upswing in demand and, on the other hand, by a series of
exogenous developments affecting the prices of primary commodities in international
trade. The vigour of the upswing between mid-197l and the first quarter of 1973
imposed strains on some production facilities and rekindled the demand inflation that
had subsided in the 1970 recession. The rise in commodity prices, which was the
result not only of the general rise in demand but also of a number of supply
difficulties in importing as well as exporting countries, exacerbated the cost
inflation.

The most troublesome aspect of the commodity price increase in 1972 and 1973
was the extent to which food items were involved. The widespread crop failures of
1972 set in motion an upsurge in cereal prices the effects of which were soon
transmitted throughout the food sector, both in terms of higher prices to the
consumer (or a heavier SUbsidy burden) and in terms of increased demand for various
agricultural inputs as farmers hastened to make good the shortfall and benefit from
the improvement in their relative receipts.

In the major industrial countries the rise in retail food prices jumped from
just over 5 per cent in 1972 to nearly 13 per cent in 1973 and 15.5 per cent in
1974, before subsiding somewhat to 11 per cent in 1975. In the smaller industrial
countries the rate of increase in food prices was steadier and less dramatic but
in the primary exporting developed market economies it was even sharper - and there
was nb deceleration in 1975 (see table 1-12). Since in most countries food is the
largest element in the consumer shopping basket, this increase had an immediate and

17/ negotiating between September and November 1970, the metal workers - key
groups'in the pattern of wage settlements - had their wages raised by about
one eighth.
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powerful impact on the cost of living and, in a very short time, on wage rates as
these came to be renegotiated (or automatically raised in response to an escalator
clause in an earlier settlement).

Another·strong and pervasive force hit the price level at the end of 1973, when
the price of crude petroleum was quadrupled by the exporting countries. This
extraordinary increase hit the consumer price index directly through the cost of
heat and light and transportation and the products of the petrochemical industry and
indirectly through the prices of the products of all energy-using industries,
including agriculture whose fertilizer, mechanical handling and transport costs were
particularly vulnerable to the rise in petroleum prices.

As a result of this combination of inflationary forces, the process of
decelerating the rise in the consumer price index that had been at work in 1971-1972
was reversed: there was a sharp and universal acceleration in the upward movement.
This carried the average index for the developed market economies as a whole from
4.6 per cent in 1972 to 7.7 per cent in 1973 and 12.8 per cent in 1974. In
two thirds of the countries the 1973-1974 increase exceeded 10 per cent; the Federal
Republic of Germany and Malta were the only countries in which the increase was less
than 9 per cent.

In the Federal Republic of Germany, where the increase in consumer prices
amounted to about 7 per cent in both 1973 and 1974 ~ high by historical standards
but much lower than in any of the other major industrial countries - the impact of
the rapid rise in commodity prices on the international market was moderated slightly
by the appreciation of the Deutsche mark: between 1972 and 1973 the dollar value of
the Deutsche mark rose by about 16 per cent and in 1974 it made a further gain,
making it worth almost 30 per cent more dollars than in 1970. On the domestic scene
the rise in wage rates had slackened markedly after the spurt in the first half of
1971: the rate of increase in hourly earnings in manufacturing, which had been
13.4 per cent in 1971, dropped to 8.5 per cent in 1972 and 9.8 per cent in 1973
(see table 1-13). And, with the recovery in output, productivity began rising and
the increase in unit costs decelerated.

At the other end of the spectrum, the rise in consumer prices in the United
Kingdom accelerated sharply - from 7 per cent in 1972 to 9 per cent in 1973 and
16 per cent in 1974. Here there was no shelter against the effects of rising
commodity prices; indeed, there was a slight depreciation in the pound sterling 
about 2 per cent a.gainst the dollar in 1973 and 4 per cent in 1974 - which magnified
the effect of higher prices of imported goods. But the main difficulty was internal,
as the large increase in coal miners' wages in 1972, referred to above, was followed
by a number of similar settlements. After a failure to reach agreement with the
trade unions regarding a voluntary incomes policy, the Government imposed statutory
controls in November 1972. Wages and all prices other than those of fresh foods and
imported raw materials were frozen for 150 days. Thereafter, from April to
November 1973, limited increases were permitted. Wage gains during this period
averaged rather less than 8 per cent. A third phase followed in which pay increases
were limited to a maximum of 7 per cent and only at yearly intervals, though
exceptions could be made in order to accommodate the lowest-paid workers and take
the cost of living into account. With the prices of primary commodities rising
rapidly, external circumstances grew steadily less favourable for this type of
stabilization arrangement and the year ended with another dispute with the mine
workers. After a costly strike this was settled in March 1974 by the award of
increases ranging from 22 to 32 per cent. Though price controls were maintained,
wage controls were abandoned in July 1974 and the scene was set for a severe squec
of business profits and liquidity.
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In France, efforts to moderate the rise in prices included a freeze on public
sector prices (ended in March 1973), various formal and informal arrangements to
control industrial and service prices (throughout 1973) and reductions in the
value-added taxes (at the beginning of the year). By mid-1973 the upswing that had
been till~ing place in demand was beginning to manifest itself in shortages of
certain types of skill and other supply bottle-necks. Hourly earnings in
manufacturing which had been increasing at about 11 per cent a year, rose by nearly
15 per cent in 1973 and 19 per cent in 1974. And the rate of increase in consumer
prices almost doubled between 1973 and 1974.

In Italy where retail prices rose twice as fast in 1973 as in 1972, the
introduction of valued-added taxes at the beginning of 1973 contributed to the
acceleration. In mid-1973, rents and a variety of prices - together estimated to
cover about half of the average consumer expenditure basket - were frozen for six
months in an attempt to slow down the increases. Escalator clauses in wage contracts
were voided, but the rate of increase in hourly earnings more than doubled - to
24 per cent - in 1973. Under the impact of the rapid rise in both eJ~ernal prices
and domestic wages, the freeze could not be maintained and it was allowed to lapse
at the end of 1973. The incidence of the rapid rise in import costs was magnified
in 1974 by a 10 per cent depreciation of the lira (against the dollar) and thpre
was another near-doubling in the rate of increase in consumer prices: Over the
year as a whole they averaged about 19 per cent above the 1973 level.

In the United States wage and price controls that had been first imposed in
August 1971 were relaxed partly in 1972 and then again at the beginning of 1973,
but in the face of sharp increases in meat and other food prices a second freeze
was ordered in mid-June. Because of the negative effect this had on farm supply,
the more lenient formula of so-called Phase II controls was restored in August.
World commodity prices were rising rapidly, however, and in order to protect
supplies to domestic consumers and avoid undue distortions in the price structure,
a process of selective decontrol was begun. By April 1974 most of the controls had
been phased out and many business prices were adjusted upwards to restore profit
m8x'r~ins that had been eroded by rising costs 0 'l'he result Ims an upsurpe in
consumer prices: year-an-year increases jumped from the low 3.3 per cent in 1972
to 6.2 per cent in 1973 and 11 per cent in 1974.

Though, as indicated above, the expansion in demand in the major industrial
countries decelerated in 1973, and the first quarter of 1974 saw the beginning of
a contraction which continued until mid-1975, the rapid upward movement in prices
persisted. Indeed among the developed market economies as a whole, those
experiencing a greater increase between 1974 and 1975 than between 1973 and 1974
were as numerous as those in which there Ims some reduction. Nor was the group
showing no slowdown in price increase confined to the primary exporting countries:
it included Belgium, Canada and Sweden "here the rise in consumer prices was
maintained, and Luxembourg, the Netherlands, Norway and the United Kingdom where it
was accelerated.

Even with the slackening that occurred, two thirds of the industrial countries
recorded double-digit price increases between 1974 and 1975. In the United States,
on the other hand, the year-to-year increase receded to 9 per cent and in the course
of 1975 the rate of increase decelerated further - below 7 per cent by the
beginning of 1976. And in the Federal Republic of Germany, the 1975 average was
less than 6 per cent above the 1974 figure and there was a further though only
slight easing in the course of the year.
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Among the industrial countries, however, the most dramatic improvement was
registered in Japan where the 1972-1974 period had seen an extraordinary upsurge in
prices - annual increases rising from 5 per cent to 12 per cent to 23 per cent in
the three years. One of the reasons for the 1974 rise was the country's great
dependence on imported petroleum, the increase in whose price accotmted for
60 per cent of the rise in the wholesale price index in the six months ending in
March 1974. Another reason was the 29 per cent gain in wages won by the trade
unions in the spring settlement of 1974. In the following year, in the face of
many signs of economic recession, the settlement was only half that figure and there
was a progressive easing in the rise in costs and prices, espec ially B,fter industrial
production resumed its growth. The increase in consumer prices was d01m to
8 per cent by the end of 1975.

By contrast, there was a marked acceleration in the rise in prices in the
United Kingdom where wage pressures mounted rapidly after the abandonment of
controls in mid-1974. A voluntary incomes policy was adopted, but the loose
guidelines that were embodied in a "social contract" with the trade unions proved
ineffectual. By early 1975, wage rates were running 30 per cent above the level
of a year earlier and consumer prices - still under a modified fornl of control - had
risen by 20 per cent. A mOre rigorous, but still voluntary wage pOlicy was then
negotiated with the trade unions; this involved a flat limitation - of £6 a week,
estimated to raise the over-all wage bill by 10 per cent - On increments in pay
during the year beginning 1 August 1975, balanced by an increase in food SUbsidies,
a limit on rent increases by local authorities and an undertaking that other price
increases would be held to a minimUTIo This arrangement was adhered to more strictly
than the previous one and, although consumer prices rose by more than 25 per cent
in the course of 1975, there were signs of deceleration in the first half of 1976.
This process was helped by a marked reduction in the amount of working time lost
through strikes: there was a 60 per cent decline between 1974 and 1975 and in the
first half of 1976 the loss was at the lowest rate since 1967. During this period
a follow-up agreement was worked out with the trade unions: this involved a
5 per cent limit on the middle band of earnings, with a maximum flat increment
designed to yield an over-all gain of about 4.5 per cent 5n the year beginning
1 August 1976. In return, the Government undertook to reduce the level of taxation.
Success of this policy thus depends not only on union-management compliance but also
on the Government's ability to curtail expenditure, as well as on the course of
import prices.

In the aggregate, the year-on-year rise in consumer prices in the industrial
countries decelerated to about 10 per cent in 1975. There was no corresponding
slowdovm in the primary exporting countries where the average increase remained at
17 per cent. As in the industrial countries, however, prices began to decelerate
in the course of 1975 in most members of this group: only in Greece, Ne1v Zealand
and Portugal was the increase during 1975 greater than the increase between 1974
and 1975 and the average for the group as a whole - about 15 per cent in the course
of 1975 - "Tas below the year-to-year increases in both 1974 and 1975.

In a majority of countries food prices continued to rise more rapidly than
those of other consumer goods, but in some cases - notably the Federal RepUblic of
Germany and the United States among the major countries, Austria, the Netherlands
and Switzerland among the other industrial countries and Australia, Greece and
New Zealand anlong the primary exporters - food prices were leading the deceleration.
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vJhile the year-on-year gains in hourly earnings of workers in manufacturing
accelerated betw'een 1973 and 1974 in virtually every developed market economy.
1975 saw a slowing dOvm of these increases in most countries, most notably in
Switzerland (to 5 per cent in the course of the year), the Federal Republic of
Germany (to 8 per cent), New Zealand (to 9 per cent), Japan (to 10 per cent),
Australia (to 11 per cent), the Netherlands (to 14 per cent) and Yugoslavia (to
18 per cent). In these countries the 1975 gains in earning rates Here more or less
in line with the rise in prices. Hourly earning increases also decelerated in 1975
in Belgium (to 18 per cent), Denmark (to 17 per cent) and France (to 16 per cent)
but in these cases much less than prices. In some countries, on the other hand,
there was little sign of any slowing down in the rate at vThich manufacturing
earnings were rising: 1975 saw a 30 per cent increase in Ireland, a 19 per cent
increase in Sweden, a 23 per cent increase in Italy and a 31 per cent increase in
Greece - all more or less twice the rate at which consumer prices I'Tere rising.
A very high rate was also recorded in the United Kingdom - over 29 per cent,
compared with a rise of about 25 per cent in retail prices. It is clear that the
second half of the decade was beginning with inflationary forces still prevalent
and pOHerful.

Capacity utilization and unemployment

Most of the developed market economies entered the 1970s with higher rates of
unemployment than had prevailed during the 1960s. This was in part a result of
the 1970-1971 recession in demand, but socio-demographic factors were also at work.
In varying degrees the labour force was being expanded by the entry of the
generation born in the early post-war years, of immigrants from abroad or from
rural areas on the fringe of organized employment, and of women participating
fully in the vrage economy for the first time. In the United States the winding
dOvm of the war in Indo-China and of the space programme as well as a change from
military conscription to voluntary enlistment added a sizable number of work-seekers
to the civilian labour force.

Recorded unemployment in the developed market economies, vrhich stood at rather
more than 6 million in 1969, rose by 1.4 million in 1970 and 1.2 million in 1971 to
reach a total of 8.7 million or about 3 per cent of the labour force. 18/ The
increase was sharpest in the United Kingdom and North America but there-was also a
significant rise in the rate of unemployment in France, Ireland and Sweden.
Unemp10yment also rose in Austria, the Federal RepUblic of Germany and the
Netherlands though the number of applicants for work in these countries and In
Switzerland continued to remain below the number of vacancies on offer (see
table 1-14).

Among the major industrial countries, the United States was the only one to
register a decline in the level of unemployment between 1971 and 1972, though in
Canada the increase was only a small one - less than the expansion in the labour
force. As the upswing in activity got under way in 1972, however, there was a more
general reduction in unemployment - not only in Canada and the United States but
also in Italy, Japan and the United Kingdom as well as in some of the smaller

18/ Definitions of "labour force" and of "unemployed" differ from country to
country, as do the methods of measuring changes in unemployment rates. For a
recent examination of these differences, see Robert J. Meyers, "International
comparison of unemployment" in The Banker (London), November 1975.
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industrial countries (Austria. Denmark, Finland, Norway and
exporting countries (Australia. Greece, Ireland and Spain).
the unemployment rate also declined, although in Australia,
failed to return to its 1971 figure.

oVTcdeL!) 8.nd primary
In all these countries

Italy and Japan it

In the aggregate, recorded unemployment in the developed market economies which
had risen by a further 0.3 million in 1972, declined by almost 1 million in 1973.
This brought the total down to about 8 million or approximately 2. or per cent of the
labour force, a substantially higher proportion than had prevailed at the
comparable phase of the previous business cycle. In relation to its vigour, the
impact of the upswing on the employment situation ioras unexpectedly moderate and,
in a number of countries, plant capacity limits were reached before there were any
serious shortages of labour.

In France the number of unemployed rose between 1972 and 1973 but not as fast
as the labour force, and the unemployment rate dropped back to its 1971 level.
There was even less cyclical improvement in the situation in Belgium, the Federal
Republic of Germany and the Netherlands where both the level and the rate of
unemployment continued to rise through 1972 and 1973. Host of the other developed
market economies joined these countries in 1974 when demand began to decelerate
more rapidly and costs to accelerate. Only in Italy and the United Kingdom among
the major industrial countries and Finland, Norway and Sweden among the other
industrial countries was the average number of employed lower in 1974 than in 1973.

As the recession deepened, the employment situation deteriorated. Despite the
turn-around in production that occurred in the course of 1975 the average level of
unemployment vTaS substantially above the 1974 figure in every country except Sweden.
And in every country, including Sweden, the number of unemployed was higher in the
last quarter than earlier in the year. By then there was no country in which the
number of reported job vacancies exceeded the number of applicants. Only in
Denmark, the Federal Republic of Germany and the United States was the ratio of
unemployment to vacancies lower in the final quarter of the year than for the year
as a whole and even in these countries the ratio was many times higher than earlier
in the decade: in the United States it was nearly three times the low average
(115 per cent) of 1973; in the Federal Republic of Germany it was Over 15 times as
high as in 1971 (29 per cent) and in Denmark it was over 40 times the minimum of
1973 (228 per cent). In the fourth quarter of 1975 the number of unemployed in
the developed market economies as a whole exceeded 15 million or about 5 per cent
of the combined labour force.

Thus the quinquennium ended with unemployment rates at very high, and in many
cases post-war record, figures in every developed market economy except Sweden
where, largely as a result of stabilization pOlicies the rate had been almost
halved between 1972 and 1975 (see table 1-15). 19/ And notwithstanding the

19/ Sweden pursued a generally expansionary fiscal and monetary pOlicy until
well into 1974. Largely as a result of high rates of investment in the late 1960s
it experienced few, if any, capacity bottle-necks during the 1972-1973 upswing.
During the 1974-1975 recession resources were released from the investment
equalization fund built up earlier in the Central Bank from the pre-tax profits of
enterprises. To maintain employment in 1975 th Government met a fifth of the cost
of inventories accunulated by firms agreeing to maintain employment levels and
provided a guarantee for borrowing from abroad for financing such inventories.
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recovery in demand that was under way, the trend in TIlany countries was still upwards.
In about half' the developed market economies - including France, Italy, Japan and
the United Kingdom as well as Belgium, Finland, Ireland and Yugoslavia - the rate
of unemployment in mid-1976 was above the average for 1975 and considerably higher
than the norm set in the 1960s. Cyclical adjustment was seemingly being imped~d by
secular and structural factors.

Conventional measurements of unemployment tend to understate the impact on the
labour market of the variations in demand. The recessionary forces that marked
the opening of the decade were reflected in a widespread reduction in daily working
hours, most notably in Italy and Japan. The 1972-1973 upswing was correspondingly
characterized by an extension of working hours and an increase in overtime. The
1974-1975 recession reversed this and there was a marked contraction in the working
day", notably in the Federal Republic of Germany and Japan, and an increase in
part-time employment. In mid-1975 the full-time equivalent of working hours lost
in this way amounted to rather more than 5 per cent of the recorded volume of
unemployment in France and the United Kingdom and as much as 23 per cent in the
Federal Republic of Germany. 20/

The over-all figures of measured unemployment also tend to blur some of the
features of its distribution ",hich are of major economic or social significance.
In many countries there were considerable differences among industries and regions
in the incidence of the recession in demand. The impact of unemployment "Tas
generally greatest in areas in which the cyclical downswing aggravated a longer
term decline in activity, especially when there were obstacles to the relocation
and retraining of workers. 21/ The jump in the price of petroleum in 1973, and the
subsequent reduction in trade had a disruptive effect on employment in related
sectors in 1974, especially in the motor vehicle, shipbuilding and shipping
industries.

The impact of unemployment also tended to be more severe among workers newly
recruited into industry or, for other reasons, lacking seniority. Young members
of the labour force ".Jere among the most severely affected: in 1975 the under
25 year-age group constituted about a fourth of all unemployed in the Federal
Republic of Germany and Japan and almost a half in France", the United Kingdom and
the United States. On average, the unemployment rate was twice as high among these
young workers as among labour at large. The incidence was also heaviest among
blue-collar workers, partiCUlarly those in the construction sector and in some of
the heavy manufacturing industries. One corollary of this was the high incidence
of unemployment among lower-income workers and workers from racial minority groups
or foreign countries. 22/

20/ For further details, see chapter I of "The European economy in 1975"
(ICE/XXXI/I): issued by the Econo~ic Commission for Europe,

W In the United Kingdom", for example, the average rate of unemployment in
1973 was three times higher in Scotland than in southern England.

22/ In the do"ffiswing between October 1973 and May 1975 in the United States
the rate of unemployment increased from 4.1 per cent to 8.3 per cent among white
workers, from 8.4 per cent to 14.2 per cent among black workers, and from
27.3 per cent to 37.3 per cent among black teenagers.
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To some extent immigrant workers continued to act as a buffer: to the extent
that on loss of their jobs they withdrew to their country of origin the incidence
of the unemployment \Tas transferred. The return of migrants to their home country~

however, seems to have been less common in the first half of the 1970s than it was
in the recessionary periods in the 1960s. ~1ore workers had put down roots in the
host country, particularly vThen they were in family groups. The rights of migrants
to the benefits of local social security systems had significantly improved. And,
more difficult to document, but perhaps more influential, was the drift of the
migrant pattern of labour into disfavour: movement "Tas becoming more regulated and
access to jobs less certain and hence migrants became hesitant about returning home
because of doubts about the opportunities to re-enter the host country.

Thus, in the Federal Republic of Germany the 1970-1971 slowdown in demand was
not accompanied by the repatriation of migrants on the scale that had characterized
the 1966-1967 recession: despite the rise in unemployment immigration continued,
though at a much reduced level. Since, despite the upswing in demand, unemployment
continued to rise, new efforts were made to limit the inflow of foreign workers:
from November 1973 immigration was restricted to workers from other EEC members.
This aggravated the labour situation in some of the southern European countries,
particularly Turkey and Yugoslavia, where unemployment vTas high and increasing,
especially after Austria restricted entry, and job opportunities began to decline
in the alternative labour markets of Belgium and the Netherlands. ~In June 1974
France also restricted the entry of workers from outside the Community and began
to tighten control over illegal immigration. Efforts to reduce the employment of
illegal migrants were also stepped up in Canada and the United States.

In the Federal Republic of Germany some of the states began to encourage
repatriation by the offer of up to three fourths of a year's unemployment benefit
as a lump sum to those who would leave. BetvTeen September 1973 and March 1975
the number of foreign workers in the Federal Republic of Germany declined by almost
half a million. Nevertheless, at that stage foreigners accounted for about
16 per cent of the country's registered unemployed and the unemployment rate among
foreign workers (7.4 per cent compared with 4.8 per cent in 1973) was well above
the national average (4.9 per cent compared with 1.3 per cent in 1973).

Notwithstanding the generally higher levels of unemployment in the early
years of the decade, government policies tended to be oriented more towards
combating inflation than tOvTards creating jobs. This reflects, in part, the fact
that income-maintenance programmes were, on the whole, succeeding in mitigating
the financial hardship occasioned by loss of employment and in part the fact'that
unemployment among the strategic group of males of prime working age remained
relatively low - under a fourth of the total in most cases. Ameliorative action
generally took the form of improving either the social security system or the
efficiency of training and placement services or in some cases both, as in Franoe
in 1971 when a Comite interministerial de l'emploi, working with employers' and
workers' associations and public authorities was established to co-ordinate
official action.

As the 1974 recession deepened, however, and the proportion of prime age male
unemployment rose, along with the proportion of this group out of work for more
than six months, measures addressed more specifically to the job situation became
more common. In the United States, Congress passed the Emergency Jobs and
Unemployment Assistance Act of 1974 authorizing the expenditure of $4 billion to
raise the number of special public service jobs from 170,000 to 500,000 and extend
the coverage of unemployment benefits. The Federal Republic of Germany also voted
a large sum - DM 3.6 billion - for public works in regions of high unemployment,
as well as tax credits to encourage private investment and an easing of the money
supply.



In the United Kingdom, a Con@unity Industry Scheme sought to create employraent
:In projects of i1 soc ial and environmental value i1 • This ,vas supplemented in 1975 by
a Job Creation Programme for which the Manpower Services Commission had been
allotted £70 million to support the projects of local authorities and other local
bodies. In August 1975 a Temporary Employment Subsidy Scheme was introduced to
assist firms - at first in depressed areas and later generally - to defer the
dismissal of workers by the offer of a subsidy of £20 a week in respect of each
full-time job sustained for 12 months. At the same time the regional employment
premium - by which jobs in depressed areas had been subsidized since 1967 - was
doubled. In November an Employment Probation Act improved the benefits to workers
who were on short time or temporary lay-off - whose number had expanded more than
tenfold to 230,000 between the end of 1973 and mid-1975.

France also acted to postpone the laying off of workers and raise the benefits
of those who were out of work. From the beginning of 1975 those dismissed for
economic reasons were entitled to 90 per cent of their previous earnings. Employers
taking on new workers from certain categories of unemployed for contracts of a year
or more were offered an incentive bonus of F 500 per job. In June 1975 another
system of subsidies was introduced - for employers taking on work-seekers in the
l6-25-year bracket and providing them with training for six months.

In Japan, where the absence of job opportunities resulted in a decline in
participation rates in 1974 - as housewives and other part-time and temporary
iwrkers withdrew from the labour market, reducing the labour force for the first
time in the post-war period - the Government introduced a system of Employment
Adjustment Grants at the beginning of 1975. Under this, part of the allo~ance

paid to 'vorkers .Tho .Tere laid off temporarily was met by the State - half in the
case of large. enterprises, two thirds in the case of smaller firms. At its peak
in June 1975, 440,000 workers were in receipt of this subsidy. In the meantime,
benefits accruing to the fully unemployed - whose number stood at about a million
in mid-1975 - were liberalized: from April 1975 the maximum proportion of prior
earnings - 80 per cent - was payable to insured workers in the lower wage brackets
and the duration of payment was linked not only to the length of insured service
but also to the scope and conditions for finding new employment.

There is some evidence that the improvements that have been made to social
security systems in general and to unemployment benefits in particular have tended
to raise the level of recorded unemployment. As the difference between wage rates
and unemployment compensation has narrowed, the financial hardship of the loss of
a job has diminiShed, the incentive to register has increased and the pressure to
seek or accept other employment has been reduced. 23/ To this extent the concept
of an unemployment norm may be a function of the system of measurement and
compensation.

There can be little doubt, however, that the severity and extent of the
1974-1975 downswing resulted in rates of unemployment that were widely regarded as

23/ In the United Kingdom, for example, it is estimated that between 1960-1965
and 1967-1972 the level of measured unemployment was increased by as much as
30 per cent as a result of improvements in unemployment benefits. See D. }1aki and
z. A. Spindler, i1The effect of unemployment compensation on the rate of
unemployment in Great Britain i1 , Oxford· Economic Papers (London), vol. 27. No. 3
(November 1975), pp. 440-454. --------
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unacceptably high. Despite the turn-around in the manufacturing production trend
in the course of 1975, the first half of the decade ended with the rate of
unemployment in most developed marl~et economies still rising. This reflects
continued weakness in the construction and manufacturing sectors. In each of the
seven major countries, except Italy, industrial employment declined appreciably
between 1974 and 1975 - by as much as 8 per cent in the United States and over
6 per cent in the Federal Republic of Germany. In four of the seven - the Federal
Republic of Germany, Japan, the United Kingdolil and the United States - it also
declined in 1974, and in the Federal Republic of Germany, the United Kingdom and
the United States it had declined in the 1970-1971 recession as well. Employment
in manufacturing was actually lower in 1975 than in 1970 not only in the Federal
Republic of Germany (by about 11 per cent), the United Kingdom (15 per cent) and
the United States (5 per cent) but even in Japan (nearly 7 per cent). Clearly,
secular trends have aggravated the forces generated by the business cycle.

Nor is the outlook for a rapid revival of construction particularly bright.
In all the major countries industrial capacity utilization, after rising sharply
in 1972 and 1973, declined even more sharply in 1974 and 1975. Though there was a
turn-around in the second half of 1975, the end of the year still found plant and
equipment being used at considerably less than preferred rates - between 70 and
80 per cent of nominal capacity in most cases.
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The 1970s opened with the state of international economic balance overshadowed
by the mounting deficit of the United States whose shrinking trade surplus was no
longer offsetting the shortfall on other current items and the outflow of long-term
capital. The United States dollar being the key reserve currency in the gold
exchange system, the continued accumulation of dollars by other countries
undermined the Bretton Woods monetary regime that had regulated not only rates of
exchange between currencies but also international liquidity throughout the post
,var period. In August 1971 the United States brought the regime to an end by
suspending the convertibility of the dollar.

In the months that followed several attempts were made to reconstitute the
fixed exchange system, with different rates and more flexibility to allow for
minor deviations. The most ambitious of these was the Smithsonian Agreement of
December 1971 which provided, inter alia, for the devaluation of the dollar (by
7.89 per cent) against gold and the appreciation of the currencies of the countries
that had been running the largest external surpluses - the Japanese yen (by
16.9 per cent against the dollar) and the Deutschmark (by 13.6 per cent). But the
magnitude of the payments imbalances, along with their distribution and the rate
at which prices and costs were changing in some of the principal trading countries,
frustrated these efforts to agree on a nexus of exchange rates representing even a
rough equilibrium. In the event some of the major countries soon opted for a
nfloating Vi

, market-determined, rate of exchange - first the Canadian dollar then,
in June 1972 the pound sterling (and associated currencies) followed by the Swiss
franc and in February 1973 the lira and the yen. Following a further devaluation
of the dollar (by 10 per cent in terms of special drawing rights (SDR)). the
Deutschmark was linked with the currencies of Belgium, Denmark, France, Luxembourg
and the Netherlands and a little later Norway and Sweden in a joint float. By
March 1973 all the major currencies had given up their fixed parities and, subject
to varying degrees of intervention, were floating. When the International
Monetary Fund Committee of Twenty (on the Reform of the International Monetary
System and related matters) submitted its final report in mid-1974, perhaps its
most immediately useful contribution was a set of guidelines for the management of
a system of floating rates.

Among the circumstances militating against a return to a fixed rate system
once the Bretton Woods regime had been upset were the prevailing national attitudes
towards individual exchange rates and, more tangible, the enormous volume of money
held outside national jurisdiction - on the Eurocurrency market in particular - and
capable of generating large-scale capital movements. Given the increasingly
competitive export situation, most countries were reluctant to see their own
currency appreciate, so that parity structures that gave adequate recognition to
the relative strength of a particular country's external balance and international
reserves tended to meet with resistance from the stronger currencies. And, given
the size of the dollar overhang and the growth of international firms capable of
moving resources rapidly from country to country, official attempts to defend
specific exchange rates created unprecedented opportunities for relatively safe and
profitable speculation between currencies that seemed likely to depreciate and
those more likely to appreciate.

The floating of the principal currencies did not put an end to official
attempts to defend specific parities, but adjustments in exchange rates did become



much easier and, with the weakening of the support system, speculative capital
movements lost some of their appeal. In the event, subsequent developments in th
field of international prices and trade would have made any pattern of parities
selected in 1972 on the basis of existing conditions and recent performance
extremely difficult to sustain. As indicated earlier in this chapter, there was
a resurgence in prices, general in its incidence but differing considerably from
one country to another. There was also an upsurge in the prices of primary
commodities moving in international trade and the impact of this also differed
markedly among the developed market economies. The crop failures in some of the
net importing countries in 1972 gave rise not only to a rapid increase in food
prices but also to a major expansion in trade in cereals and this too affected
countries in different ways. Then came the quadrupling of the price of crude
petroleum, the impact of which also differed considerably from country to country,
while at the same time throwing the developed market economies as a group into
external deficit. 24/ The incidence of the subsequent recession was general but
the inflation that accompanied it again differed considerably in its intensity.
The result was a marked divergence in trends in unit labour costs: among the
seven major industrial countries the spread between the lowest increase from the
preceding year and the highest widened steadily from about 12 percentage points in
1971 and 1972 to about 22 percentage points in 1975 (see table 1-16).

After 1972, when floating became general, these differences in labour cost
trends exercised an increasing influence on movements in effective exchange rates,
though the latter continued to be affected by capital movements which, being
chiefly from weak currency countries to strong currency countries, also tended to
widen the spread between exchange rate trends (see fiBure I-I).

The pattern of export growth in the first half of the 1970s shows clear
evidence of the business cycle: there was a notable acceleration in the 1970-1973
period in virtually every developed market economy and thereafter the rate of
increase slackened, moderately in 1974, drastically in 1975. Import expenditure
moved in much the same way, though the delayed effect of the 1970-1971 recession
induced deceleration in 1972 in the case of a number of the smaller economies and
the great rise in petroleum prices in 1973 prolonged the acceleration in outlays
in many countries into 1974. This had the effect of making the 1975 slowdown all
the more dramatic: in a majority of the major industrial countries and in half
the primary exporting countries import expenditure was actually reduced in 1975
(see table 1-17).

For the major industrial countries as a group imports rose somewhat faster
than exports during the upswing so that the combined trade surplus in 1972 and
1973 (around $13 billion) was rather less than in 1970 and 1971 (around $16 billion).
Within this total lie the main external imbalances: the swing into deficit in the
United States (in 1971 and 1972 as the demand for imports surged), the United
Kingdom (1972 and 1973 as exports lagged) and Italy (1973 when imports rose
44 per cent), on the one hand, and the related expansion in the surpluses of

24/ For further discussion of these events, see World Economic Survey. 1975
(United Nations publication, Sales No. E.76.II.C.l).



Japan (from $4 billion in 1970 to $9 billion in 1972) 25/ and the Federal Republic
of Germany (from under $6 billion in 1970 to over $15 billion in 1973), on the
other. It was not until 1973 that. under the influence of the upsurge in
agricultural prices and the divergence in exchange rates. 26/ the imbalance of
trade affecting Japan and the United States began to narrow: the Japanese surplus
in 1973 was less than half its 1972 figure while the United States swung into
surplus again (see table 1-18).

The trade deficits of Italy, the United Kingdom and the United States were
offset in varying degree by surpluses on the services account. and the trade
surpluses of the other major industrial countries were correspondingly reduced.
The current account moved into deficit in 1972 in Canada and in 1973 in France.
In Japan the large surpluses ($6-7 billion) that characterized 1971 and 1972
disappeared in 1973. Only in the Federal Republic of Germany did the current
account surplus continue to increase, approaching $7 billion in 1973. In Italy anc
the United Kingdom the large trade deficits of 1973 were not fUlly counterbalanced
by sales of services and receipts of factor income: both countries registered
current account deficits of over $1 billion. In the United States. however, 1973
saw a tremendous ($13 billion) turn-around: from a deficit of $2.5 billion to a
surplus of $10.3 billion.

If the net outflow of long-term capital and official grants is taken into
account, the only countries to remain in surplus were Canada and Italy, on a
diminishing scale (after a reversal of long-term capital flows - from outflow to
inflow - in 1971) and the Federal Republic of Germany, on an increasing scale,
despite efforts to restrain the inflow of capital. In France and the United
Kingdom the basic balance swung into deficit in 1972 and reached a net outflow of
about $3 billion in 1973. In Japan there was an extraordinary $12 billion turn
around: from an inflow of $3.6 billion to an outflow of $8.6 billion. More
important from the point of view of international liquidity was the virtual
cessation of the outflow from the United States which had averaged $10 billion
a year in 1971 and 1972.

With the adaptation of the system to floating exchange rates and the
strengthening of the dollar in 1973 it became possible to relax the various
controls that had been exercised over the movement of capital. Belgium, France,
the Federal Republic of Germany. Japan and Switzerland all eased their restriction
on the inflow of funds. In December. the United States began abolishing its
controls over the outflow of capital: restrictions on direct investment were
ended, the Federal Reserve System's guidelines for voluntary restraint on foreign
credits were withdrawn and the equalization tax on the purchase of foreign
securities discontinued.

25/ In October 1972, the Japanese Government, in further efforts to reduce
its large trade surplus and quiet the complaints of its trading partners, passed
an Export Control Ordinance and reached agreement with organized business to
limit the export growth of 20 trade items for one year to an annual rate of about
26.5 per cent over the previous 12-month period.

26/ By mid-1973 the effective value of the dollar in terms of its trading
partners' currencies had dropped about 20 per cent below the 1970 average while
the corresponding value of the yen had appreciated by about 23 per cent.
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Among the smaller industrial countries~ the 1971-1973 upswing dramatized the
contrast between the Benelux group and Sweden on the one hand~ whose strong
export performance resulted in an increasing trade surplus~ and Austria~ Denmark
and Switzerland whose deficit became steadily greater. There was a similar
contrast among the primary exporting countries: the southern hemisphere group
registered a rapid increase in their trade surplus~ Australia and South Africa
having reduced their im~orts in 1972~ while the southern European group
(particularly Greece~ Spain and Turkey) expanded their imports and saw their trade
deficit widen,

In both the smaller industrial and primary exporting groups there was an
increasing current account surplus in this period. Chiefly responsible for this
were the Benelux countries, Sweden and Switzerland in the first group and the
southern hemisphere countries, Turkey and Yugoslavia in the second. Changes in
these countries outweighed a shrinking of the current account surplus in Spain and
an expanding deficit in Greece and~ on a smaller scale~ Austria~ Demfiark~ Finland~

Ireland and Norway.

Capital movements were more erratic among these countries: only in the
Benelux group and Norway, Sweden~ Turkey and Yugoslavia was there a steady
increase in the net inflow of resources~ as measured by the basic external balance.
Largely as a result of the net outflow of resources from Switzerland~ the basic
balance of the smaller industrial countries as a whole remained negative, though
on a steadily diminishing scale. In the aggregate~ resources continued to move
into the primary exporting group: nearly $6 billion in 1972 when the surpluses of
the southern hemisphere countries and Spain were at their peak~ $3.5 billion in
1973 when peak inflows into Turkey and Yugoslavia vTere partly offset by the
outflows from Australia and Greece.

The rise in the price of petroleum and the onset of the recession in demand
transformed the situation in 1974. The combined trade balance of the major
industrial countries swung from a surplus of nearly $14 billion in 1973 to a
deficit of nearly $5 billion in 1974. Canada and Japan remained in surplus though
at a much reduced level; only the Federal Republic of Germany, by dint of expanding
its exports to a greater extent than its import expenditure~ increased its trade
surplus ~ to a record $22 billion. The trade balances of France and the United
States svTUng into deficit, while in the case of Italy and the United Kingdom the
1974 deficit was more than double that of 1973. Both Italy and the United Kingdom
had record current account deficits (of around $7 billion)~ as did France and
Japan (of almost $5 billion), The only countries left in surplus were the Federal
Republic of Germany ($12.5 billion) and the United States ($9 billion), The
Federal Republic of Germany was the only country left in surplus after allowing
for long-term capital movements; the other six countries experienced a net
outflow of resources.

The recession continued in 1975 and although, as indicated above~ there was
a turn-around in demand in the course of the year, import expenditure was below
the 1974 level. With export earnings still rising~ even though only modestly,
there was another massive swing in the trade balance of the major countries:
Canada, Italy and the United Kingdom were in deficit but the group as a whole
posted a $24 billion surplus, The largest contributor to this was the Federal
Republic of Germany which, with a trade surplus of $17 billion and a deficit on
services of about $10 billion had an active current account of over $7 billion.



The United States surplus was even larger: $9 billion on trade account and
$12 billion on invisibles. Most of this was redistributed as long-term loans and
investment and official transfers~ but in 1975 the United States registered a
positive basic balance for the first time in the post-war period. In contrast
to earlier years ~ the net outflow of capital from the Federal Republic of Germany
exceeded its current account surplus and for the first time since 1970 there was
a negative basic balance. Except in the case of Italy~ which borrowed
extensively from abroad~ there was a negative balance in the remaining members of
the group. too. In Japan in 1975 as in 1974. the deficit on invisibles exceeded
the merchandise surplus~ so that even though the net outflow of capital was
minuscule~ compared with earlier years~ the basic balance remained negative.

The violent swings in external balance, so common among the major countries
in 1974 and 1975 were much less frequent among the other developed market economies.
One of the most notable changes was in Switzerland where, as a result of a
significant cutback in imports, a trade surplus was achieved for the first time
in the post-war period. In Finland and Norway, on the other hand~ there was a
particularly sharp increase in the merchandise deficit~ and in Sweden a comparable
reduction in the surplus. Even sharper was the deterioration in the trade balance
in some of the primary exporting countries, most notably the southern Europe and
southern hemisphere groups where there was also a large current account deficit
and a net outflow of capital ~ for the first time in the 1970s in most cases. In
the aggregate, the trade deficit of the primary exporting countries rose to
$18 billion in 1974 and the over-all balance deteriorated by $10 billion - from a
$3.5 billion surplus to a $6.3 billion deficit - and 1975 brought only marginal
improvement.

Part of the external deficit of some of the developed market economies was
covered by short-term lending by United States banks. Such accommodation rose to
$18 billion in 1974, of which over half was to developed market economies, notably
$6.1 billion to Japan, $1 billion to the United Kingdom and $0.8 billion to
Canada. The total dropped below $11 billion in 1975, of which less than a third
was to developed market economies, including $2 billion to the United Kingdom and
$0.7 billion to France.

The international bond market was also very active. particularly in
Switzerland and the United States. As long-term interest rates stabilized and then
declined relative to short-term rates~ flotations by the developed market economies
rose from less than $6 billion in 1973 and 1974 to nearly $16 billion in 1975.
The largest borrowers were Canada. France, Japan and the United Kingdom. but almost
all the developed market economies made use of this source of funds.

Much larger sums were raised on the Eurocurrency market, particularly when
it became a convenient mechanism for recycling part of the $68 billion current
account surplus accruing to the petrOleum-exporting countries. In 1974 the United
Kingdom alone borrowed nearly $6 billion, France more than $3 billion and Italy
more than $2 billion, out of a total reported borrowing of nearly $29 billion.
Two thirds of this total went to the developed market economies. virtually all of
which drew on these credits. Lending receded to $20 billion in 1975. of which
only about $6 billion went to the developed market economies. Most of these
countries were listed among the borrowers, France, Spain and the United Kingdom
each raising more than $0.5 billion (see table 1-19).

With the upsurge in primary commodity prices in 1973 and the movement of the
developed market economies as a whole into deficit. the number of countries drawing
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on theiL' inLernRtiuual 1.'t:o;c;:t Vec rose sharflly: .from 2 in 1971 and 3 in 1972 to 6 in
1973, 13 in 1974 (that is, more than half the total) and 16 in 1975. The'sum of
these drawings by countries other than the United Kingdom and the United States - the
reserve currency countries - increased from $0.3 billion in 1971 to $0.7 billion in
1972 to nearly $9 billion in 1973, $4 billion in 1974 and over $8 billion in 1975.

The annual increments to the international liquidity of the developed market
economies other than the United States fell away rapidly during this period: from a
peak of ;~36.5 billion in 1971 the amount added to their reserves declined to
$17 billion in 1972, $9 billion in 1973 and $2 billion in 1974, and in 1975 there was
actually an over-all loss of over $1 billion. In only a few countries - Greece,
Norway, Sweden and Yugoslavia - was the ratio of international reserves to imports
higher in 1975 than in 1970. In several countries (Canada, Portugal, Turkey and the
United States, for example) the ratio was halved and in some it was reduced'to around
a third of its 1970 level - as in Finland, Iceland and Italy. The proportion of
developed market economies whose international reserves at the end of the year were
equivalent to less than two months' imports was twice as high in 1975 as in 1970:
to Denmark, Finland, Greece, Sweden, the United Kingdom and Yugoslavia had been added
Canada, Iceland, Italy, New Zealand, South Africa and the United States (see
table 1-20).

The significance of this diminution in international liquidity is not altogether
clear. On the one hand, the gold component of official reserves continues to be
valued at $46 an ounce, far below the free market price. Provided it was done
judiciously, individual countries could raise the nominal value of their reserves by
converting gold into dollars or other convertible currency. In principle, moreover,
the need for reserves should be significantly less under a regime of floating
exchange rates than it was when countries felt obliged to defend a specific parity as
a matter of the highest priority in economic policy. On the other hand, the
distribution of gold does not by any means conform to the pattern of need for
reserves: some of the developed market economies that are among the least liquid
have relatively small proportions of gold in their assets (see table 1-21). And
while the system of floating rates is undoubtedly much more flexible than thegold~

exchange system that preceded it, the need for reserves has not been eliminated:
Governments are pledged to ilmanage" their exchange rates in a way that, while not
resisting a genuine economic trend, prevents undue fluctuations lacking real
economic significance.

The resources required for successful currency management may in fact be greater
in the period immediately ahead than they were in 1974-1975 when most countries were
experiencing shrinking demand and decelerating imports. The I1basic l1 deficit of the
developed market economies which had jumped to nearly $37 billion in 1974, was less
than half that in 1975. With recovery in demand in 1976, however, and the slackening
of the growth in imports of the petroleum-exporting countries - as internal
absorptive capacity comes under strain - the developed market economy deficit may be
expected to widen and the weaker countries run into serious external difficulties.
The Oil Facility of the International Monetary Fund (IMF), from which 11 developed
market economies borrowed $4.4 billion in 1974 and 1975, is no longer available.
Direct loans from individual petroleum exporters may assist: $4.5 billion was
borrowed in this way in 1974 and $2 billion in 1975 by developed market economies
other than the United Kingdom and the United States. But the petro-dollar recycle
flow tends to go to the major countries with a large investment potential and
appropriate financial machinery. Special efforts may be necessary to prevent the
aborting of the recovery in some of the developed market economies with weaker
external balances.
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Stabilization policies

The magnitude and speed of the cyclical changes that took place in the first
half of the 1970s would themselves have posed a severe test of the capacity of
most of the developed market economies to deploy effectively the ordinary
instruments of economic management. In the event, their task was complicated by
the need to deal simultaneously with certain longer-term structural problems and
with the consequences of exogenous changes affecting two of the most critical
sectors of the economy - food and energy. Moreover, one of the features
characterizing the 1971-1975 cycle was the high degree of synchronization of the
changes in demand, intensifying competition for resources in the upswing and thus
aggravating the inflation, and denying individual countries the benefit of an
external stimulus in the subsequent recession.

In general, the policy prescriptions followed the cycle, especially among the
major industrial countries. The decade opened with efforts to reinforce the
recovery from the 1970-1971 recession. As the effects of the 1972-1973 upswing
on price movements became accentuated by rising food and raw material costs,
monetary and fiscal pOlicy turned restrictive. Because price increases continued
to accelerate, this restrictive stance was maintained well into 1974, despite the
manifestations of contraction in economic activity. As the recession deepened
and unemployment rates rose, constraints were relaxed and as 1974-1975 advanced
there was a widespread swing towards stimulatory measures. Since prices were
still rising rapidly, however, the watchword was caution: most Governments
expressed a fear that measures designed to expand demand might aggravate the
continuing inflation and bring the recovery that started in the course of 1975 to
a premature halt. Thus the policies in force at the opening of the second half of
the decade were implicitly tolerant of rates of both inflation and unemployment
that in earlier periods would have been widely regarded as unacceptable.

Timing proved to be a serious problem in most countries throughout the cycle.
Apart from the frequent conflict in objectives - most notably between the curbing
of inflation and the absorption of the unemployed - there was constant difficulty
in gearing policy shifts to the changing state of the economy. In the United
States, for example, monetary expansion aimed at stimulating demand in the
1970~1971 recession was extended through 1972, a year of industrial boom; and the
reserve bank discount rate was raised to its peak (of 8 per cent) in mid-1974 at
the time when manufacturing output and the ratio of fixed investment to total
production were declining and the rate of unemployment was rising steeply (see
figure I-2). Similarly, in the Federal Republic of Germany monetary restraint
initiated towards the end of 1972 was operative for most of 1974 in the face of
declining investment and production and an acceleration in the rate of increase in
unemployment (see figure I-3). In Japan, where monetary policy followed
essentially the same pattern, accentuated in this case by a large external deficit
in 1974, the main budgetary stimulus of the period, though initiated in 1971, had
its strongest impact in 1972/73, the year of rapidly rising invest~ent and
industrial production (see figure I-4). In France, too, monetary restraint was
tightest in the 1974 recession year when its effect was actually complemented by
a sizable budget surplus and the largest external deficit of the quinquennium
(see figure I-5). Similarly in Italy, interest rates hit a peak in 1974 just when
the growth of industrial production turned downwards and the rate of unemployment
turned upwards and the country was under the deflationary influence of a large
external deficit, equivalent to over 5 per cent of the gross national product
(see figure 1-6). In the United Kingdom the bUdgetary balance grew increasingly



expansionary during the first half of the 19rros, even in the 19T2~1973 period when
industrial production was accelerating and unemployment declining. The money
supply ceased expanding between mid-1973 and mid-1974 and interest rates reached a
post-war peak even though industrial production had begun to fall and unemployment
to rise (see figure 1-7).

The explanation for these seeming inconsistencies lies in part in the
extraordinary complexity of the situation and the pace at which it evolved.
Policies had often to be aimed at the achievement of the most urgent of objectives,
even if this meant exacerbating other problems or delaying the achievement of
other objectives. Moreover, the imbalances that existed, in changing form and
magnitude. throughout the period, often made it difficult to make effective use
of the conventional instruments of economic management. The high rate of price
increase; for example, tended to set a floor to interest rates, reducing the
usability of this means of influencing investment. In some cases even raising the
rate of interest to a high nominal level left it negative in real terms. The
effect of this on economic activity became particularly sensitive to expectations
about future price changes; nevertheless the high interest rates had an extremely
negative impact on private construction, especially home-building.

Efforts to use changes in the money supply were also rendered difficult by
the high underlying rate of price increase. The immediate effect of a deceleration
in money supply tended to be a severe liquidity squeeze on the business sector and
in most caSeS the impact of this was not on price movements but on investment and
employment.

The deployment of monetary policy was also inhibited by the high level of
international liquidity that existed in the early years of the decade. The
raising of the rate of interest as part of a disinflationary policy in one country
was often nullified by the inflow of capital induced by the resultant widening of
the differential between countries. A number of countries - especially among
those with strong currencies - erected barriers to the inflow of short-term funds
in the course of the 1970-1972 phase in order to protect the internal use of
monetary policy for stabilization purposes. In some cases, however - particularly
the Federal Republic of Germany - large-scale inflows of funds continued to
frustrate domestic control of the money aggregates until well into 1973. In
countries with a weak external balance. on the other hand, freedom to use interest
rates to influence domestic decisions was often circumscribed by concern about the
impact on the movement of foreign-owned capital, especially the risk of withdrawal
of short-term funds.

It also proved difficult to tailor fiscal policies to the needs of a rapidly
changing situation. In most of the major industrial countries the budget was in
deficit for most of the period, reflecting the rising cost of government in an
inflationary situation, the rapid increase in the burden of interest payments and
the growth of social programmes, in the face of a general reluctance to raise tax
rates. To some extent the fluctuations in revenue provided a built-in stabilizer:
the increase generated by the 1972-1973 upswing in activity tended to reduce the
deficit and the deceleration in receipts in the 1974-1975 recession tended to
augment it. But in some cases the combination of progressive income tax and rapid
increase in money wages resulted in a so-called fiscal drag, deepening and
enlarging the tax take. A similar phenomenon affected the revenue from the
business sector when inflation created paper profits.



As indicated above, the use of the fiscal illtitrulllent for economic management
posed special problems in a period of rapid change. }1any budgetary actions.
especially on the expenditure side. take time to work out. particularly if more
than one level of government is involved. Thus some of the decisions to embark on
a more expansionary policy taken in 1971 had their main impact on the economy when
it was already on the 1972-1973 upswing. Similarly, actions to reverse these
decisions. decided in 1973. sometimes exerted their full influence only in 1974
when demand was decelerating.

Because of the size of the deficit that developed in some of the major
countries in 1974/75. and the persistence of rapid price increases. there was
some reluctance to seek further fiscal stimulus. Nevertheless. the United States
did manage to boost consumption by means of a tax rebate - of $22 billion - put
into effect at a critical juncture in May 1975. In Japan, where a supplementary
budget was introduced early in 1975, the 1975/76 appropriation for pUblic works
was increased. 27/ to coincide with an easing of monetary policy and the budgetary
balance became increasingly negative.

In the Federal Republic of Germany, fiscal policy became progressively more
expansive in the course of 1974. and in 1975 the budget deficit was equivalent to
about 3 per cent of the gross product. Here, too, it was supplemented by the
lowering of interest rates and an acceleration in the growth of money supply. at
least until the final quarter of the year.

In France a major reflationary effort was initiated in September 1975; it
included not only higher spending on social benefits and public works but also
fiscal incentives for investment and the easing of the liquidity squeeze on
business through the postponement of corporate income taxes as well as a relaxation
of monetary restraints. As the result of this was an acceleration in the rise in
prices and a weakening of the exchange rate of the franc - causing France to
withdraw from the joint European currency float in March 1976 - the policy was
short-lived: in May 1976 a new attack on inflation was formulated.

Italy also combined an easier monetary policy with an increase in budgetary
outlays for the 1975/7( year, just as the endinp: of the deposit schewe for
restraining imports added appreciably to the liquidity of the economy. Though the
external balance improved after mid~1974 and industrial production began to
reCover after mid-1975, the "budgetary deficit widened ominously, confidence sagged
and the selling of lire increased sharply and, despite a doubling of the discount
rate - to 12 per cent - at the beginning of 1976 and a general tightening up of
credit, there was a rapid depreciation in the exchange rate.

In the United Kingdom, also, a weak external balance was a major constraint
on measures to improve the internal balance. Despite the continuing rise in
unemployment, fiscal strategy was chanfed in 1975: with the deficit running at
about 8 per cent of the gross product, taxes were raised in April and an agreement

27/ This increase was repeated in the 1976/77 budget. Public works account
for a:larger proportion of government expenditure in Japan than in most of the
other major industrial countries and changes in such outlays are believed to have
a prompt impact on demand and employment.



was worked out with the trade unions to limit pay lucl'ca::H::::; in the year beginning
in August to a flat £6 a week. As this wOll1d raise the wage bill by about
10 per cent - less than half the rate at which retail price::; were rising - the
agreement included efforts to minimize price and rent increases and to expand food
subsidies. In May 1976 a second year of voluntary wage restraint was negotiated:
this involved a proportionate instead of a flat-rate formula and was therefore less
damaging to skill and other differentials, but its effect was to limit the increase
in the wage bill to about 4.5 per cent ~ less than a third of the rate at which
prices were then rising. As it was to be accompanied by a tax cut, however, its
effect on disposable income was rather less severe than implied. The tax cut, in
its turn, was to be more than matched by cuts in public expenditure, thus reducing
both borrowing requirements and the high share of the gross product moving through
government hands.

With all three of the major indicators of imbalance - domestic prices,
unemployment and effective rate of exchange of the currency - movine adversely at
the beginning of 1976, the United Kingdom dramatized the difficulty of formulating
an appropriate combination of policies to restore a more stable pattern of growth.
While the international imperative of action to deal with the external imbalance is
less than it was when a currency parity had to be defended, a continually
depreciating exchange rate is not in the longer-term interest of either trade or
productive capital movements. 28/ Moreover, by raising the unit cost of imports
it exacerbates the domestic price problem. ~lliile the political pressure for action
to deal with unemployment has been reduced by improvement in the coverage and
benefits of the social security system~ a high and rising rate is inimical to
production and economic growth and demoralizing to the workers concerned. Action
to moderate the internal inflation has thus been elevated to prime importance even
in countries with a relatively strong external balance, while it has become an
imperative in countries whose external weakness stems chiefly from a more rapid
rate of increase in internal prices.

The fact that for much of the period under review - in 1970 and 1971 in many
of the developed market economies and in 1974-1976 in almost all of them - a high
rate of price increase has coexisted with an abnormally high level of unemployment
and under-utilized capacity suggests that whatever initiated the upward movement in
prices, it has been sustained and accelerated not by demand pressures but by rising
costs. In these circumstances the remedy for inflation is unlikely to be found in
policies that are aimed at depressing demand. Such policies are likely merely to
aggravate under-employment of men and machines and by the same token slow down or
reverse the secular gain in productivity. 29/

28/ The position of the United Kingdom in this respect has been greatly
complicated by problems stemming from the role of sterling as a reserve currency
under the Bretton Woods monetary regime. Since it began floating in 1972, the
value of the pound has been influenced not only by the relative rate of increase
in domestic costs but also by shrinkage in the international use of sterling
particularly for the purpose of international reserves.

29/ The secular rise in productivity may in any case be slowing down in some
of the advanced economies as the proportion of the labour force engaged in service
occupations rises.
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If.hile some of the major boosts to costs and prices during the first half of
the 1970s came from particular supply bottle-necks and pricing decisions outside
the developed market economies, it would appear that there has been a basic and
continuing upward impulse generated by the way in which prices are determined and
wages negotiated in some of the key industries. In varying degree, depending on
the product and the market and the extent of the control exercised by the
decision makers, higher prices or wage rates have taken precedence over greater
production or employment. This is not a new phenomenon but in several of the
leading developed market economies the area of the economy over which its influence
has been strongest has tended to widen, while the persistence of inflation around
the turn of the decade and the subsequent impact of the upsurge in the cost of most
imported primary commodities tended to inject into the price and wage determination
process a firm expectation of further cost increases. Thus the institutional
arrangements lent themselves to a rapid acceleration in prices, even in the face of
an increasing proportion of idle resources.

By mid-1976 the effect of this process was subsiding, but only slowly since
cost increases were still working their way through the system. Prospects for
restoring a more stable pattern of' growth were contingent on the limitation of
income gains to the increases in productivity derived in the first instance from
the reabsorption of unused capacity. This seems likely to be facilitated by a
recovery in investment as capacity becomes better utilized and long-term interest
rates decline in the wake of decelerating prices. It would also be facilitated by
better alignment of pOlicies among the developed market economies including, in
particular, the assumption of the lead in regaining higher growth rates by those
countries with the strongest external balance. This would provide the stimulus of
faster export growth to countries with weaker external balances, thus reducing the
need that they may feel to adopt more risky expansionary measures that might delay
the process of price deceleration and expose them to the effects of further
currency depreciation.

In the longer run institutional changes may prove necessary. Though the
record of experimentation with so-called "incomes pOlicies iV shows few successes,
the problems they were designed to address remain to be solved. In most cases
these policies have been adopted in emergency situations, often on the assumption
that they would be temporary. As a result they have usually served, at best, to
buy time, and not infrequently to introduce new distortions in price and wage
relationships. The emerging views on incomes policies, therefore, tend to be more
fundamental and more comprehensive, aimed at dealing with the process of price and
wage determination in situations in which the related competitive forces are weak
or absent and embracing all the variables that influence real incomes, including
taxation. Whether the outcome is a ilsocial contract" or official guidelines or
adjudicated negotiations or more far-reaching institutional innovations, the
practical economic consequences will be of importance not only for the prospects
for more stable growth in the countries concerned but also for partner countries,
particularly the developing countries whose progress is strongly influenced by
export proceeds and import prices.

Adjustments to the changing energy situation

Faced at the end of 1973 with a sudden and radical change in the relative
costs of basic sources of commercial energy, the developed market economies were
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impelled into a series of actions designed first to conserve energy, then to adjust
fuel use patterns to conform to the emerging relationships among fuel prices and
finally to strengthen the longer-term security of fuel supplies.

The initial conservation measures were of an emergency nature, especially in
those countries subject to a boycott of crude petroleum deliveries from the
members of the Organization of Arab Petroleum Exporting Countries. Thus in the
Netherlands petrol was rationed - to 4 gallons per week per motor vehicle - until
4 February 1974; while in the United States an allocation system was worked out with
refineries and distributors so as to preserve prescribed ratios among products 
particularly gasoline and heatinf oil - and assure an equitable regional
distribution of the available supplies. At the same time, there was a widespread
lowering of speed limits for vehicles moving on pUblic highways - generally to
80 kilometres per hour - in order to optimize petrol use per mile of travel.

Most Governments launched I1 s.ritching off!? campaigns in an effort to reduce
wasteful use of energy for light, space heating and electrical appliances. These
efforts, plus those made in the transport field, are estimated to have saved EEC
countries over 35 million tons of petroleum - more than a fifth of iVnormal VI

consumption - in the first quarter of 1974. Later in the year limits were set on
the temperature to be maintained in pUblic buildings - generally 20 degrees
centigrade, 2 degrees below previous practice - and these were urged on private
dwellings too. 30/ Since as much as a fourth of petroleum consumption in EEC
countries is for-space heating, substantial economies were expect~d.

Steps were also taken to affect longer-term savings in the energr used for
space heating by means of improvements in the insulation of buildings. Several
countries tightened their building codes - Canada and Iceland, for example, as
well as the Federal Republic of Germany where special arrangements were made for
more rapid depreciation, for tax purposes, of such expenditure on old as well as
new dwellings. The United States is also providing fiscal incentives to promote
better insulation of homes and small businesses. 31/ Legislation setting
mandatory energy efficiency standards for new buildings as well as new automobiles
and appliances and voluntary goals for the 10 principal energy-using industries has
also been adopted. Japan and the United Kingdom are also among the countries that
have made provisions for loans to industry on favourable terms in order to
encourage investment in energy-saving improvements.

Conservation research is being sponsored in many countries, including France
where an Agence pour l'economie de l'energie was established in September 1974.
'I'he Federal Republic of Germany, Switzerland, Turkey and the United Kingdom are
among the countries promoting so-called I1district heating" - systems for utiliZing

30/ In some countries - France after July 1974 and Italy early in 1975, for
example - the reduction in heating levels was also made applicable to residential
buildings, with a projected saving of 10-15 per cent in the consumption of heating
fuel. In the United Kingdom the conservation campairn is estimated to have saved
£150 million of petroleum imports in the 1973/74 winter and 3-5 per cent of total
energy consumption in 1975.

31/ A measure enacted in mid-1976 provides ~200 million for incentives to
homeo;;ers and small businesses and $2 billion in loan guarantees to larger
businesses and institutions.
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the waste heat from steam-based electricity generating stations that have been
adopted in many parts of Sweden.

Scrap metal recycling is also being encouraged in a number of countries, not
only as a means of removing a potential pollutant of the environment but also to
conserve both the metal in question and the difference between the energy needed
to remelt it and the energy needed to smelt and refine its equivalent from native
ore. Other energy-economizing techniques are being researched or, in the case of
those already in use - such as electron and laser beams for precision heating and
welding - more widely adopted. In some places public transport is being
subsidized as a means of reducing or slowing the growth of more energy-intensive
private transport.

On the whole, the jump in the price of crude petroleum was transmitted to
consumers through large increases in the prices of the various petro-products and
this itself was a strong deterrent to consumption. In the light of the inflationary
circumstances, most Governments were reluctant to impose any further price-raising
tax. In the United States, indeed, the price of petroleum from pre-existing wells
was held down and only the output from new wells was allowed to rise in price to
the import level; and imported crude was subject to a levy for most of 1975. 32/
Where the prices of locally produced fuels were not controlled, they rose sharply
in the course of 1974: by the end of 1975 the price of bituminous coal from the
Ruhr was over 60 per cent above the 1973 level and the price of Pennsylvania
anthracite had risen more than twice that proportion. Over the two years the fuel
and light component of the consumer price index rose by about 30 per cent in Japan
and nearly 70 per cent in the United Kingdom.

The combination of price increase, conservation effort and industrial
recession resulted in a reduction in consumption in virtually all the developed
market economies. In the United States the decline in energy consumption in 1974
and 1975 - the first two-year dip since 1945-1946 - was much sharper than the
decline in industrial production. Though the proportion of total United States
consumption derived from imported petroleum was significantly higher than in 1973,

32/ $1 a barrel from February 1975 and $2 from April. This levy was removed
at the-end of the year with the signing of an Energy Policy and Conservation Act
that began the process of decontrol of domestic oil production under which the
prices of' "old" - pre-1974 - oil is to rise gradually from $5.25 a barrel at the
beginning of 1976 to $6.16 by May 1979 after which the price would be left to
market forces. The controlled price of \1new" oil, after having been reduced from
$12.99 to $11.28 a barrel early in 1976 is also to rise slowly - to $13.95 - by
the time of decontrol in May 1979. Over this 40-month period, the proportion of
"oldt' oil in total domestic output is expected to f'all from 60 per cent to less
than 50 per cent. The composite ceiling price, which was $7.66 per barrel in
February 1976, may be adjusted by up to 10 per cent without further congressional
action. To equalize the cost of crude to local refiners, a SUbsidy of $3 a barrel
was granted on imported oil input (lowering its price from $13 to $10) and a
variable fee imposed on domestic oil input, bringing its average cost up to
$9.79 per barrel.
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imports o~ petroleum o~ member countries o~ the organisation ~or Economic
Co-operation and Development (OECD) as a group were substantially lower in
volume. 33/

The ~act that imports declined to a much greater extent than consumption in
1974 and 1975 reflects the extent to which the developed market economies managed
to increase domestic fuel production. The main scope for such an increase lay in
the group's coal resources which are still very large, notwithstanding the rapid
decline in the relative contribution they have made to total energy production in
the past 20 years. This decline was particularly steep in Japan - where solid
~uels constituted less than 60 per cent o~ domestic production in 1973, compared
with 85 per cent at the beginning o~ the 1960s - and in the industrial countries
of Western Europe (see table 1-22).

Among the major producers o~ solid fuels (over 1 million tons, actual weight,
per month) the main increases in 1974 and 1975 were in Australia, Canada, South
Africa and the United States, but there were also significant gains in some of the
less industrialized European countries - Greece, Spain and Yugoslavia and, on a
somewhat smaller scale, Turkey. Production continued to contract in Belgium,
France and, more slowly, the Federal Republic of Germany. In the United Kingdom
there was a sharp cut in output in 1974 in the wake of a miners' strike, ~ollowed

by a recovery, to within 3 per cent of the 1973 level, in 1975 (see table 1-23).

Though coal is by no means a preferred fuel - both its mining and its
combustion tend to be subject to stringent controls in industrialized areas - plans
for its increased use are now widespread. In France the closure of the Nord-Pas
de Calais field has been postponed, the output from the Lorraine ~ield is to be
maintained instead of being run down and the Centre-Midi coal ~ield is to be
expanded. In the Federal RepUblic of Germany the annual investment in the coal
industry is being doubled and subsidies increased in order to at least maintain
the 1975 output. The United Kingdom is opening new mines to exploit recently
discovered deposits at Selby in Yorkshire. Sweden is raising its target for the
share of coal in total energy consumption from 4 per cent in 1973 to 9 per cent in
1985. The United States is also looking ~or an increase in the contribution of
coal - from 18 per cent of energy requirements in 1974 to 21 per cent in 1985.
Greece, whose petroleum imports pre-empted over a sixth of import expenditure in
1974, is planning to open up its deposits of 2 billion tons of lignite and
4 billion tons o~ peat for use in thermal electricity stations.

33/ At about 22 million barrels a day in 1975 OECD petroleum imports are
estimated to have been almost a ~ifih below what they would have been had
1960-1973 trends prevailed. See, Ulf Lantzke, Executive Director of the
International Energy Agency o~ OECD, lIInternational co-operation on energy 
problems and prospects" in ~he World Today, (London), March 1976, p. 91.
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Most of the solid fuel output is intended for electricity generation and
research has been intensified into ways of raising the efficiency of conversion~

which even in modern power stations is only in the vicinity of one third.
Research is also being pressed in the area of gasification and hydrogenation to
widen the scope of solid fuel utilization.

The main expansion in Western European energy production in recent years has
been in natural gas: making a negligible contribution to total output at the
beginning of the 1960s, it provided more than a third in 1973. There was a
further sizable increase in 1974 - coming largely from the Netherlands (the
leading producer) and the United Kingdom (which, as a result of North Sea
development has moved into second place) - but a levelling off in 1975. On a
much smaller scale~ production continued to increase in Australia and New Zealand
in 1974 and 1975 and Japan (in 1975).

The largest developed market economy producers of natural gas are Canada and
the United States. Output rose rapidly in the 1960s but peaked in 1973 and,
unless reinforced from new fields~ will continue to decline. One such new field
under development is in Alaska~ whence natural gas could be carried by pipe into
southern Canada and the United States by the end of the decade. It has been
argued by some who are familiar with the technical problems of the industry that
a revision of the price structure - which has remained under official regulation
in the United States - would result in a significant increase in investment and
production.

Like natural gas~ petroleum production has also peaked in North America: in
1975 it was 8 per cent below the 1973 level in the United States and 15 per cent
below in Canada (see table I.~24). When petroleum from the Alaskan North-Slope
deposits begins to reach the market in 1977, the rate of over-all domestic
production is expected to regain no more than the 1970 level. After 1979 the
effects of the scheduled decontrol of the market may be manifested in greater
production, but there are serious technical and environmental obstacles to the
more rapid exploration and development of offshore deposits in which most United
States petroleum resources are presumed to reside.

Elsewhere among the developed market economies the scale of petroleum
production is very small and in many places decreasing. The only significant
expansion since 1973 has been in Australia and Yugoslavia and from the newly
exploited resources of the North Sea. Norway's production increased siXfold
between 1973 and 1975, bringing it into the same order as such countries as
Angola, Brazil ~ Colombia, Egypt, Gabon, India and the Syrian Arab Republic. A
slow expansion is planned, with a 1982 limit - for petroleum and natural gas
combined - of 90 million tons oil-equivalent. Production from the BritiSh sector
of the North Sea rose less in the 1973-1975 period but is expected to ccntinue
upwards much more rapidly, reaching 2 million barrels a day by 1980 and making
the United Kingdom self-sufficient, at least in over-all quantitative terms. 34/

34/ To bring supply into line with the pattern of domestic consumption, much
of the light North Sea oil will be exported and heavier oil requirements met from
imports.
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As part of the effort to increase domestic supplies of petroleum, there has
been an intensification of research into ways and means of mining and refining the
Alhabasca tar sands of Canada (estimated to contain the equivalent at' over
300 billion barrels of petroleum) and the shale deposits of the western United
States (with a petroleum content of as much as 1,800 billion barrels). In
neither case has the prospect of economic beneficiation yet been brought
perceptibly nearer. Even at 1974 costs, a price of 07 per barrel was thought too
low to attract private venture capital. The notional price has since risen, but
so have costs. Moreover there are strong objections to the growth of such an
industry on purely environmental grounds sterillllng from both the mining of the land
in question and the refinery processes which, with exisGing technology, tend to
be extremely water~intensive.

The price/cost consideration lies at the heart of the energy debate in most
developed market economies. Nowhere is it expected to produce petroleum within
the range of costs obtaining in the Middle East. Since the OAPEC embargo of
1973/74, security of supplies has been a major objective. But given the high
cost of finding and then opening up new petroleum deposits and the high interest
rates that have prevailed, commercial concerns have shown some diffidence about
extensive involvement, especially in countries in which the Government has adopted
mining laws regarding participation and taxes modelled on those that have evolved
in the members of OPEC. In this context the United Kingdom has argued for a
minimUlil price (of i[)7 a barrel) to be enacted by all the major petroleum-importing
countries to pJ?otect domestic producers - new and prospective - against the
possibility that, after making costly investments in relatively high-priced
petroleum projects, they may have to compete against a lowered OPEC price on the
international market.

In some countries with little in the way of indigenous resources, a policy
of diversification of supply has been followed. Japan, for example, is extending
its links with several potential sources of energy: with Australia for its coal
and uranium supplies and with China and the Soviet Union for petroleum. In
1973 and 1974 China provided some 80 million barrels of oil; deliveries have
since declined but Japanese support has been expanded in the form of offshore
drilling equipment as well as pipelines and pumps and other components of the
oil transportation system. Japan is colla.borating with the Soviet Union in
petroleum exploration off Sakhalin Island, with an entitlement to half of whatever
oil is found. Earlier talks about collaboration in the TYUIDen area of Siberia have
not yet resulted in a specific programme.

Several Western European countries are drawing increasing quantities of
natural gas from the Soviet Union. Late in 1975, Austria enlarged its purchases
from 1.75 billion cubic metres a year to 2.65 billion. By the end of the decade
a pipeline through Austria &ld the Federal Republic of Germany will deliver an
annual 4 billion cubic metres .of natural gas to France. The Federal Republic of
Germany has sought to strengthen its bargaining power vis-a-vis both resource
countries and the international petroleum companies by promoting the merger of
two of its main refining concerns - Veba and Gelsenberg - with a combined capacity
of 24 million tons (a fifth of the national total) and a controlling interest in
a fourth of the country's petrol outlets.

Late in 1974 the developed market economies sought to institutionalize these
efforts to promote a co-operative approach to energy problems by the setting up of
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an International Energy Agency (lEA). 35/ Among the Agency's immediate objectives
was the "conserving'; of 2 billion barrels of pertrole1.h'11 per day in 1975 - half
by the United States and half by the rest of the membership. A system of
evaluating country conservation programmes was created. Members also agreed to
expand their petroleum inventories - from 60 days' consumption to 90. A division
of labour was worked out for stepped~·up research in the energy field - Japan
concentrating on solar energy and the United Kingdom on coal technology. for
example. Contingency arrangements were drawn up for the sharing of supplies in the
event of a curtailment - general or selective - amounting to more than 7 per cent
of the preceding year's imports.

In the light of the sudden and large increase in import bills for petroleum.
lEA also sought to organize financial co-operation. A fund of $25 billion as
mutual guarantee was set up - subject to parliamentary ratification - as a l1 safety
net \1 for the support of the balance of payments of member countries experiencing
difficulties as a result of their energy deficit.

Outside the framework of lEA. energy policies remained highly nationalistic.
Canada. for example. in order to conserve its petroleum supplies is phasing out
exports to the United States: shipments will be reduced from 500,000 barrels a
day in 1976 to 255,000 in 1977 and will cease by 1981. Prices - for natural gas
and petroleum - were promptly raised to the new OPEC level. The United Kingdom,
as a potential exporter of petroleum. has sought to differentiate itself from BEC
rather than press for a common energy policy. Norway has chosen to conserve its
resources rather than develop them for exporto leaving untouched - at least until
1978 - all petroleum reserves north of the 62 parallel. 36/ France. rejecting
membership in lEA. sought to secure petroleum supplies bYlneans of large-scale
barter deals ,nth Saudi Arabia and other OPEC sources and intensified its nuclear
research programme. particularly in the area of fast-breeder technology in which
its Phenix prototype was believed to be in advance of developments in other
countries. 37/

35/ Membership comprises Austria, Belgium. Canada. Denmark. the Federal
Republic of Germany. Greece (in 1976). Ireland, Italy. Japan. Luxembourg. the
Netherlands. New Zealand, Spain, Sweden, Switzerland, Turkey, the United Kingdom
and the United States. Norway did not join but has a special relationship with
the organization, with 4 out of 136 votes.

36/ In 1975, three fourths of Norway's energy production was in the form of
hydroelectricity.

37/ The prototype Phenix, with a capacity of 250 MW, has been superseded by
the Superphenix. with a capacity of 1,200 MW, in which France shares responsibility
with interests from the Federal Republic of Germany (33 per cent) and Italy
(16 per cent).



The development of nuclear power has been an area in which it has been
particularly difficult to arrive at international solutions. Experimentation is
extremely costly but dependence on the system that is most widely used - namely,
the light-water reactors built in the United States - has serious disadvantages.
Importation implies a balance-of-payments strain, avoidance of which has been among
the principal reason~ for action in the energy field since 1973. 38/ It also
implies dependence on the supplying source for appropriately prepared fuel~ which
also runs counter to the motivation of the recent drive to ensure future energy
supplies. There are also strong doubts regarding the technology involved. These
derive partly from misgivings - scientific as well as lay - about the safety of
currently operating designs, both in respect of the methods of dealing with
possible malfunctions and in respect of the disposal of wastes from the fission
process.

Thus, apart from the Superphenix project in France, the Federal Republic of
Germany is proceeding with its own fast-breeder reactor based on liquid ~etal

(SNR-300) 39/ and the United Kingdom. having abandoned its advanced gas-cooled
reactor (AGR) , 40/ continues to work on other types, including a steam-generating
heavy-water reactor (SGHWR). In the six major EEC countries about two thirds of
the amount spent on energy research in 1974 was devoted to nuclear programmes. 41/
According to present plans, the investment of EEC members in the energy sector is
likely to absorb 2-2.5 per cent of the gross domestic product in the 1975-1985
period, compared with about 1.5 per cent in the previous 10 years. At 1973 prices,
some ~180 billion will be spent on power stations, and of this $120 billion is
expected to go into nuclear plant.

In 1975 nuclear power contributed rather more than 7 per cent of the
commercial energy requirements of Western Europe, compared with less than
6 per cent in 1973 (and about 5 per cent in the United States). By 1985, France
aims to obtain as much as a fourth of its energy requirements from nuclear plants
and the Federal Republic of Germany about 15 per cent. Japan, which is even more
dependent on imports of its energy supplies, has a nuclear target of about
11 per cent.

38/ Italy, for example. has estimated the external cost of attaining its
1990 target of 44 GW of nuclear capacity by importing currently available
light-water reactors at $1 billion a year for 8-10 years. The balance-of-payments
burden could only be reduced through arrangements for the local manufacture of
components, as indeed has been done in Spain where, in 1975. the United States
manufacturers agreed to the local production of half the component parts of five
newly ordered nuclear steam supply systems.

39/ Belgium and the Netherlands each has a 15 per cent interest in the
SllTRu ·300 programme.

40/ The AGR system, on which around £2 billion was spent, has been
incorporated in five power stations in the United Kingdom.

41/ The expenditure of the Governments of Belgium, France, the Federal
Republic of Germany, Italy, the Netherlands and the United Kingdom on energy
research in 1974 totalled $1,096 million. of which $670 million was in the nuclear
field.



Underpinning the work on nuclear power generating plant is a major effort
to build fuel preparation facilities. Two routes are being taken to the conversion
of natural uranium to fissionable material: a plant is being built in France
(EURODIF) embodying the conventional gaseous diffusion method of separating U

235and another in the Netherlands and the United Kingdom (URENCO) using the
experimental centrifugal method.

Work is also proceeding in Western Europe as well as the United States and
elsewhere on longer-term research designed to bring the process of atomic fusion
under control, to generate usable heat without the production of the fission
by-products that are so difficult to deal with. Research is also proceeding into
the use of tidal power and solar and geothermal energy. But these, too, are
regarded as longer-term projects, unlikely - except in a few countries 42/ - to
contribute more than a small proportion of developed market economy energy
requirements in the foreseeable future.

Co-operation with the developing countries

Though the 1970s were ushered in as the Second United Nations Development
Decade with the adoption of a comprehensive International Developillent Strategy,
the events of the first half of the decade conspired to relegate the concerns of
the developing countries to a illuch lower priority of attention among the mOre
advanced countries than had been contemplated when the Strategy was formulated.
In each case, however, the problem that seized the attention of the major
industrial countries proved to have global ramifications and where machinery was
set up to deal with it the end result tended to be an institutional innovation
likely to keep longer-run development concerns in sharper focus. Thus, although
the quinquennium saw disappointingly little progress towards the attainment of the
aid and trade objectives of the Strategy, it ended with a burst of institution
building which hopefully could lead to a more rapid advance in the second half of
the decade.

Apart from pOlicies relating specifically to economic co-operation with the
developing countries, market forces played a part in shaping the course of events
in the first half of the 1970s. On the whole official reactions to the trade
consequences of the business cycle were defensive rather than encouraging. Both
the rapid rise in commodity prices during the upswing and the rapid increase in

42/ France has harnessed tidal power iri the La Rance estuary and the
Unite-dKingd0m allocated ~~1.8 million to research in this field in 1975. In
Iceland half the buildings are heated by geothermal sources, and usable resources
are available in several parts of France. In 1974 sizable amounts of electricity
were generated from geothermal energy in Italy (2.5 billion kWh), the United
States (2.5 billion kWh) and New Zealand (1.2 billion kWh) and smaller amounts
in Japan.

France is now producing up to 100 kW of electricity from a turbine deriving
its steam from solar heat concentrated on a parabolic reflector by a system of
mirrors in the Pyrenees mountains, and a larger experiment is being planned. By
the end of the 1970s, it is expected that some 200,000 houses will be heated by
solar energy_ And work is proceeding on small (1 kW) generating sets capable of
replacing diesel generators in remote areas.
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unemployment during the downswing evoked attitudes and actions inimical to trade
with the developing countries. Nevertheless, more fundamental factors ~ regarding
resource endowment, for example, and production costs in an increasingly
environment~consciousworld - tended to exercise a preponderant influence and,
reinforced by the adoption or preference schemes by most of the major importers,
helped to expand the exports of manufactured goods by many developing countries.

The decade was only a few months old when the Bretton Woods rules - which
had governed the international monetary system for more than a quarter of a
century .~ collapsed under the weight of imbalances among the major developed market
economies, Because of the import ance of the matter for international trade and
payments, efforts to reconstitute the regime of fixed currency relationships
pre·~empted much of the attention of the principal trading countries in the two
years that followed, In December 1971, after consultation with other members of
IMF, the Group of Ten, 43/ at a meeting of Ministers and Central Bank Governors
at the Smithsonian Institution in Washington, agreed to a realignment of their
currencies. These new rates could not be sustained, however, Further adjustments
were made in May 1972, and in June the United Kingdom let the pound float. Other
currencies followed and by the time the Committee that had been set up by IMF in
July 1972 to advise on the reform of the system submitted its final report in
mid-1974, traders and bankers had reaccustomed themselves to dealing with floating
rates of exchange. The immediate crisis having been weathered, the question of
the longer-term shape of the international monetary system was put into the hands
of the Interim Comraittee of the IMFis Board of Governors. At the same time
(October 1974) IMF, jointly with the World Bank established a Development Committee
to focus on those aspects of the problem of particular concern to the developing
countries whose interest, it was felt by many, had been neglected in earlier
discussions, 44/ All three of these Committees had 20 members, of whom nine (10
in the first phase of the Interim Committee) represented developing countries,

The Development Committee met five times in 1975 and urged that additional
resources be made available to the multilateral aid agencies, including the
1jITorld Bank, the regional development banks and the Fifth Replenishment of the
International Development Association (IDA), It also recommended an early
increase in the capital of the International Finance Corporation (IFC) to enhance
its ability to stimulate private investment and an expansion in the co-financing
arrangements of the international banks in terms of which regular fixed rate loans
have been supplemented by floating rate loans from commercial banks - two
mechanisms that can significantly increase the leverage of public lending. 45/

43/ Belgium, Canada, Federal Republic of Germany, France, Italy, Japan,
Netherlands, Sweden, United Kingdom and United States.

44/ The formal designation of the "Development Committee li is the Joint
Ministerial Committee of the Boards of Governors of the Bank and the Fund on the
Transfer of Real Resources to Developing Countries.

45/ Up to mid-1976 co-financing arrangements involved either complementary
lending in which the private lenders participated fully in the loan arranged by the
multilateral development bank or a twin loan agreement in which the private lending
was linked to the public lending by means of a cross default clause, tying them
together in the event of non-repayment. The World Bank, the Inter-American
Development Bank (IDB) and the Asian Development Bank (AsDB) have all experimented
with such co-financing, lending to public bodies in developing countries at their
normal rate of interest along with syndicates of private banks lending at 2 points
above the interbank rate on the London Eurocurrency market.



These recommendations were still awaiting implementation when the Fund and the
Bank met for their annual conference in October 1976.

In the meantime, arrangements were made to expand the resources of IMF by
increasing members i quotas by almost a third to a total of SDR 39 billion. This
expansi0n included a doubling of the quotas of the major petroleum-producing
countries, with a corresponding reduction in the shares of many of the developed
ma.rkcl. ccol1vmics. In June 1974 an Oil Facility was set up to help ease the
external balances of some of the petroleum-importing countries. In the course of
it5 two-year life SDR 1.9 billion (somewhat less than 28 per cent) of its total
resources of SDR 6.9 billion was contributed by developed market economies and
SDR 2. 54 billion (about 37 per cent) borrowed by 45 developing countries. In
September 1974 further action was taken to provide financial accommodation: an
Extended Fund Facility was established to make available additional resources and
for periods longer than those applicable to regular drawings. And by the end of
1975 agreement was reached regarding the setting up of a Trust Fund fed from the
profits accruing to IMF from the sale of a sixth of its holdings of gold and
available for special balance-of-payments assistance to developing countries. 46/

Somewhat earlier n. in March 1975 - agreement had been reached regarding the
opening of a so-called lithird window\! at the World Bank, from which loans might be
obtained by low-income countries at interest rates more or less half way between
the rate applicable to ordinary Bank loans - then 8.5 per cent a year - and the
merely nominal cost of loans from IDA. By mid-1976 about $125 million had been
paid into the Fund, half by six of the developed market economies and the other
half by five members of OPEC. By that time about ~)478 million had been committed
in third window loans and, in due course, contributions to the required interest
subsidy account are expected to make it possible to lend about $1 billion a year
on these easier terms.

A second set of problems that moved to the centre of the international
economic stage during this period was the enlargement of the European Economic
Community, the worldis principal trading bloc. 47/ The negotiations that led to
the accession of Denmark, Ireland and the Unite~Kingdomwere a major preoccupation
of economic policy makers in 1972 and the subject continued to be an important one.
In 1973-1974 there were renewed negotiations with the United Kingdom regarding the
terms of entry and there were negotiations with the remaining members of the
European Free Trade Association (Austria, Iceland, Portugal, Sweden and
Switzerland and later, Norway) regarding trade relations with the new Community of
the Nine. The resulting agreements provided for the mutual abolition of trade
restrictions on most items over a period of 4-5 years, thus implicitly weakening

46/ The Trust Fund came into existence in May 1976. By September, three
auctions, each of 780,000 ounces of gold, had been held and the margin between the
book price of $35 per ounce and the realized price - $126.00 in June, $122.05 in
July and $109.40 in September - had yielded a sum of about $184 million. Half
the 25 million ounces that are to be sold will be auctioned over a period of
two years.

47/ In 1970 EEC - the six original members plus the three members-to-be
accounted for well over one third of world trade and 46 per cent of total developed
market economy imports from the developing countries.
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the preferences that had been accorded the developing countries. There were also
negotiations under the provisions of the General Agreement on Tariffs and Trade
(GATT) to compensate trade partners whose access to the market for specific
products had suffered as a result of the enlargement, particularly the incorporation
of the United Kingdom into the protective system of the Community's Common
Agricultural Policy. And the new Community had its own internal economic
relationships to work out in the light of the evolving situation in the world at
large.

Though these trade negotiations within what was to become the Community of
the Nine claimed much attention during the mid-part of the quinquennium, their
effect on the actual flow of trade from the developing countries was very small.
Indeed, one of the subjects of negotiation concerned ways and means of preserving,
if not extending, the rights of access that developing Commonwealth countries had
enjoyed in the United Kingdom market. This proved most difficult in the case of
Hong Kong and the major Commonwealth countries of Asia with a large industrial
capacity and in the case of primary commodities regulated by the Common
Agricultural Policy of the Six, especially in respect of such items as sugar,
wheat and butter of which the United Kingdom was a major importer and the Community
of the Six an actual or potential net exporter.

In the event, the accession of the United Kingdom to EEC caused a considerable
diversion of trade: the proportion of United Kingdom imports coming from the
Community rose steadily from 21 per cent in 1971 to over 29 per cent in 1975.
However, the loss was borne entirely by other developed market economies, notably
the developed members of the Commonwealth. The share of United Kingdom imports
drawn from the developing countries was actually higher in 1974-1975 (around
25 per cent) than in the three preceding years (around 21 per cent). The only
perceptible reductions in developing country shares were recorded by the
independent Commonwealth countries of Asia which provided a slightly lower
proportion of United Kingdom imports of food-stuffs and beverages in 1975 than
at the beginning of the decade and by Hong Kong which provided a fractionally
smaller proportion of manufactured goods (see table 1-25). The share of the
other developing countries was well maintained and in the case of food-stuffs it
increased appreciably in the course of the quinquennium. This group participated
in the negotiations with the enlarged EEC that led to the Lome Convention signed
in February 1975. 48/

Another development that captured the attention of the economic policy
makers during this period was the rapprochement between the United States and
China and the Soviet Union. This also involved extensive negotiations on trade
and credit questions, though the resultant flows remained relatively small:
averaged over 1973-1975 United States exports reached about $1.2 billion a year
in the case of the Soviet Union and about half that in the case of China, with
which there had been no trade until 1972. 49/

Much of this trade consisted of grain purchased by the Soviet Union to
make good the shortfalls in production that occurred in 1971 and 1972 and again

48/ See the section below on Co-operation in international trade.

49/ Exports to the Soviet Union averaged about 1.4 per cent of total United
StateS-exports and those to China about 0.7 per cent. The scale of imports was
only about a fourth of this.



in 1974 and 1975. Imports approached 22 million tons in 1972/73 and 26 million
in 1975/76, almost a sixth of world grain trade. 50/ In order to smooth out the
impact of such large transactions on the market the United States and the
Soviet Union negotiated an agreement in 1975 for minimum and maximum annual sales,
the former (6 million tons) guaranteed by the purchaser and the latter (8 million
tons) by the seller, with additional amounts subject to special consultations and
conditions.

While the Soviet purchases were the major feature on the international grain
market in the first half of the 1970s, the food situation of the world as a
whole was threatened by the depletion of stocks in the main exporting countries.
For much of the period, food production was lagging in the developing countries,
most notably in South Asia in 1972 and parts of Africa in 1973 where persistent
drought resulted in famine in the Sahelian region and some of the north-eastern
countries. Though this lag did not impinge on the market in the way that the
shortfalls on the Eurasian mainland did, it represented a more serious long-term
challenge to the ability of the world to feed itself. All save five of the
developing countries had become net importers of cereals. 51/

It was against this background that a World Food Conference convened in
November 1974. The outcome of this Conference was the launching of a new attack
on the agricultural problems of the developing countries, inter alia, through a
number of new institutions, including a World Food Council, intergovernmental
bodies dealing with agricultural investment and research, a new target
(10 million tons of grain) for food aid transfers and a proposed new International
Fund for Agricultural Development (IFAD). After endorsement by the General
hssembly, the Fund was in fact set up in June 1976 and by October was within
sight of the $1 billion in pledged contributions required to bring it into
operation. Rather more than half the resources will come from the developed
market economies, the remainder from members of OPEC.

The IFAD represents a new form of collaboration within a multilateral
institution. Control is shared among three categories of countries - developed
market economies, developing country donors and developing country recipients.
Two thirds of the votes will thus be in the hands of donor countries. At the
same time ,however, two thirds will be held by developing countries. The Fund is
prime objective will be to support investment in the agricultural sector of
food<-deficit developing countries.

One of the consequences of the 1972-1974 rise in the prices of food-stuffs
and other primary commodities on the world market was a wide-ranging reassessment

50/ Almost half as much as the gross grain imports of all the developing
countries. These rose from 32 million tons in 1970/71 to 60 million tons in
1973/74 and then declined to 55 million in 1975/76, the great bulk coming from
the developed market economies.

51/ The only consistent net exporters of cereals - including rice as well as
wheat-and coarse grains - among the developing countries during the first half of
the 19708 were Argentina, Burma, Nepal, Thailand and Uruguay. For a discussion of
the developing country side of the problem, see chapter III of the present
Suy~lenent, the section on the impact of changes in the food and energy situation.
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of the prospective availability and utilization of raw materials, basic food-stuffs
and commercial energy. In varying degree, action was subsequently taken to
conserve non-renewable resources (by raising the efficiency of use and recycling
materials afte~use), to increase the security of supply (by promoting the search
for new mineral deposits and substitutes and by adjustments in agricultural and
mining policy) and by co-operation among the major consuming countries (through
the creation of an International Energy Authority, for example).

The general drift of policy implied a reduction in developed market economy
dependence on imports from the developing countries. Specific actions tended to
lag far behind stated intentions, however, and as price relationships moved towards
a more normal pattern in 1975 autarkic sentiments tended to abate. This was
reinforced by some reorientation of North-South dialogue, most notably in the
seventh special session of the General Assembly, the fourth session of the United
Nations Conference on Trade and Development (UNCTAD) and the series of meetings
held in Paris by the newly formed Conference on International Economic Co-operation.

More serious in terms of their immediate practical effect on economic relations
between the developed market economies and the developing countries were the
imbalances that characterized the former during the first half of the 1970s. Most
damaging was the impact of the inflation, transmitted rapidly and widely through
the nexus of international trade. More subtle was the effect of the rise in
unemployment and underutilized productive capacity: this influenced the import
policies of many developed market economies aggravating the consequences of the
recession in demand.

One of the results of the persistent and intensifying inflation in th~ major
developed market economies was a rapid acceleration in the average unit value of
manufactures entering world trade - from an increase of 5 per cent in 1971 to a
peak of nearly 22 per cent in 1974. Though the increase receded to about
12 per cent in 1975, it was the principal factor in the deterioration of about
7 per cent in the terms of trade of the developing countries in that year. The
rise in the price of manufactured goods also contributed to the worsening of the
terms of trade of the petroleum-importing developing countries in 1971 and 1974.

After accelerating strongly between 1971 and 1973, developed market economy
imports levelled off in 1974 and declined sharply in 1975. Because of the slack
that had emet'ged in most of these countries, sensitivity to imports incret:3,sed
perceptibly and in the case of a number of' products - beef, textiles, foot.--;wear,
steel, electronic components - restraints. became more common. In some ca~e.s these
were applied by the impot'ting country, but with increasing frequencythey.tookthe
form of limitations exercised by the exporting country at the urging of :t~e

trading partnet' whose industry felt exposed to undue competition. Most of these
voluntary export limitation arrangements were between developed market economies,
but some developing country expot'ters were also under pressure to restrain the
flow of certain products to developed market economies with vulnerable industries.
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Co-operation in international trade

Although in the last two years of the quinquennium events tended to strengthe
i

defensive attitudes towards imports, the period as a whole continued to reflect
the influence of earlier liberalization efforts. And, until they began to wew~en

in 1974, market forces made for a rapid increase in developed market economy
imports from the developing countries, particularly in terms of value.

The decade opened with the implementation of the fourth instalment of tariff
cuts agreed to under GATT's Kennedy Round of negotiations, and at the beginning
of 1972 the fifth and final instalment came into effect. Since the cuts related
mos~ly to more sophisticated manufactured goods, their main impact was on trade
among the advanced industrial countries. But some of the industrialized of the
developing countries also benefited and the momentum for liberalization of trade
was carried forward into another round of negotiations. This "las formally
inaugurated in September 1973 with the adoption of the Tokyo Declaration which
made specific reference to the need to extend the negotiations to agricultural
commodities and to give special consideration to the requirements of developing
countries. The Tokyo Round of multilateral trade negotiations still continue
though the pace was slowed down greatly by the imbalances that emerged after 1973 I

and the onset of the 1974-1975 recession. I

Recognition of the danger of the escalation of defensive measures in the wake
of the new balance~of-payments strains induced the members of OECD to draw up a
code of good conduct aimed at obviating fresh trade restrictions. This was adopte
as a pledge for a year in May 1974 and renewed for another year in May 1975 and '
again in May 1976.

Mid-1971 saw the implementation by the six members of EEC and Japan of a
system of tariff preferences for developing countries initially proposed at the
first session of UNCTAD in 1964. 52/ This involved the non-reciproca,l reduction
of import duties on a range of processed agricultural products, semi-manufactures
and manufactured goods imported from a specified list of developing countries.
At the beginning of 1972, Denmark, Ireland and the United Kingdom introduced
essentially similar preference arrangements. Two years later, after these countrf
had acceded to EEC, their national schemes were superseded by that of the
Community. By mid-1972. Austria, New Zealand. Switzerland and the Nordic countrie
had also inaugurated preferent1al arrangements in their trade with developing
countries. At the beginning of i974 Australia replaced an earlier narro~
preferential arrangement with a scheme modelled on those adopted since 1971 and
in mid-1974 a Canadian scheme came into operation. In January 1975 the
United States enacted its own version of the generalized system of preference (GSP
and this came into effect at .the beginning of 1976.

An earlier and more limited preference arrangement had come into operation
with the inauguration in January 1970 of the Second Yaounde Convention between
the six members of EEC and the 18 (later 19) African countries then formally
associated with the Community. This was enlarged in January 1971 by the Second

52/ 'The first resolution calling for a "generali zed system of preferences"
was adopted by the Trade and Development Board in 1968



Arusha Convention extending the arrangement to the three members of the East
African Community. With the accession of the United Kingdom to EEC, however, a
much older system - of Commonwealth preferences - began to be phased out. In
terms of the Act Accession, negotiations were opened in October 1973 between the
enlarged Community and the Commonwealth countries of Africa, the Caribbean and
the Pacific (ACP) with a view to accommodating these countries in a revised
version of the Yaounde Convention, due to expire in January 1975. The result was
the signing in February 1975 of the Lome Convention with 46 ACP countries -
19 Associated States, 21 Commonwealth States and 6 other African countries - whose
combined population numbered about 270 million.

The EEC imports from ACP countries amounted to $7.6 billion in 1973. Most
of the items involved (over 94 per cent of the value) are to be admitted duty
free, the remainder - including the rather more than 13 per cent of the total
accounted for by items SUbject to the Common Agricultural Policy in EEC - on
preferential terms. As in GSP these concessions are non-reciprocal though the
ACP countries are required not to discriminate among EEC members and to grant them
most-favoured-nation status.

The Lome Convention, which came into full effect in April 1976, embodied an
idea that had been debated early in the 1960s, namely, the stabilization of export
earnings by means of compensatory financial transfers. These transfers are to
come from a fund of 375 million European units of account (equivalent to about
$450 million) available over the five-year life of the Convention. When annual
receipts from the exports to EEC of one or. other of a designated list of
commodities - including groundnuts, cocoa, coffee, cotton, coconuts, palm nuts and
kernels, hides and skins, timber products, bananas, tea, raw sisal and iron ore 
fall more than a certain percentage below a historical average the shortfall will
be made good from the fund. The compensatory transfer is to be reimbursed from
subsequent increases in earnings in the case of the higher-income countries but
may be treated as a grant by those with lower incomes, including the 18 ACP
members that have been ranked by the General Assembly among the least developed
countries.

Apart from the Lome Convention with the 46 ACP countries, EEC entered into
negotiations to expand trade in a preferential manner with several other
developing countries: with Argentina, Brazil and Uruguay in August 1974, with
the Asian Commonwealth countries - Bangladesh, India, Malaysia, Singapore and
Sri Lanka - and with the ~1aghreb countries of North Africa in October 1974, with
the countries of the Association of South-East Asif~n Nations (ABEAN) in
November 1974 and Israel and Mexico inJuly 1975 and with the eastern Mediterranean
countries later in the year. Not all these negotiations ended in significant
modifications in EEC's preferential system. The GSP was itself expanded,
simplified and liberalized in November 1974.

While it is not possible to measure precisely the influence that the preference
schemes may have had on the course of trade 1n the first half of the decade,
the presumption is that it was not very great. Both the EEe and the Japanese
schemes were equipped with safeguards, both in terms of product coverage (most
temperate agriCUltural products and certain sensitive industrial products being
excluded) and in terms of the quantity of the item eligible for preferential entry
(quotas being set for the eligible amount either in total or from individual
trading partners). Moreover, to ensure that only eligible countries benefited,
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rules of orlgln were laid down that proved difficult to administer, es~ecially in
some of the exporting countries. Moreover, very few developing countries were in
a position to expand very rapidly their exports of specific commodities to
particular markets in response to the granting of a preference, especially if a
new trade flow was involved.

Quite apart from the limitations in the schemes themselves and the problems
of administration, they happen to have been launched at the outset of a period of
extraordinary expansion in both the volume and the price of most goods moving in
international trade. The dollar value of developed market economy imports from
developing countries rose at an accelerating pace: the rate of annual increase
more or less doubled each year between 1971 and 1974 - from 11 per cent to over
92 per cent - before collapsing in 1975. In 1971 and 1974 this growth was largely
the result of the extraordinary changes occurring in the petroleum industry. In
1972 and 1973, however, the expansion was almost as great in imports from the
rest of the developing countries as it was in the case of petroleum - 17 per cent
and 47 per cent, respectively - and even in 1974, when recession was under way in
the developed market economies, their non-petroleum imports from the developing
countries increased by nearly 30 per cent (see table 1-26).

Over the five-year period developed market economy imports from the developing
countries of goods other than petroleum increased at an average annual rate of
rather more than 17 per cent. The rate of increase was less than 8 per cent a
year in the case of non-ferrous metals, about 15 per cent for food-stuffs and
raw materials. but nearly 29 per cent for manufactured goods. There were
particularly rapid increases in purchases of machinery and vehicles (from less
than $1 billion in 1971 to almost $5 billion in 1974) and other metal products
(at an average of 38 per cent a year, despite a 19 per cent cutback in--1975) as
well as from clothing which was one of the largest categories in this trade flow
in 1970 and increased more steadily than most of the others (even in 1975 when the
earnings from most items were shrinking) at an average rate of nearly 34 per cent
a year.

Since developed market economy purchases of fibres and textiles declined
sharply in 1975 and over the quinquennium rose at a much sllllwer pace than imports
of clothing, there was a significant change in the structure of this segment of
trade between the developing countries and the developed market economies. In
1970 the developing countries earned about $3.4 billion from sales of fibres.
textiles and clothing. By 1974 this total was over $10 billion and the proportion
contributed by fibres had fallen from 40 per cent to 25 per cent. The contribution
of the manufactured component rose correspondinely - textiles from 27 per cent in
1970 to 31 per cent in 1974 and clothing from 33 per cent to 44 per cent. Though
the composition of this trade differs among developed market economy regions -
the United States being a major exporter of fibre and EEC and Japan najor
importers - th~ same typ~ of change occurred in each: the proportion of raw
material declined and that of the finished product rose (see table 1-27).

A similar. though less general, swing from raw material towards processed
product took place in the case of oil-seeds and the oils pressed from them. In
the United States where imports of seeds and oils from the developing countries
trebled in the first half of the 1970s (from about $170 million to around $500
million) the share of seeds in the total dropped from 25 per cent in 1971 to
3 per cent in 1975. Similarly, in Japan the share of oils in the total rose from



13 per cent to 39 per cent. Only in EEC did the pattern of trade remain unchanged:
with oil-seeds being extensively used in the feed-stuffs industry and the local
mills protected by a tariff, imports of seed from the developing countries
expanded more or less parallel to imports of oils.

Developed market economy imports of ores, metals and metal manufactures from
the developing countries showed the same basic pattern over the period under
review. There was an erratic decline in the share of ores and scrap and of
non-ferrous metals in developed market economy imports of this group of products
from the developing countries, and a corresponding increase in the share of the
more manufactured items - iron and steel to a small extent and, more significantly,
machinery, vehicles and other metal products. In varying degree, depending in
part on difference in the domestic resource base, each of the major industrial
areas exemplified the same transformation. In the United States, for example,
ores and scrap and non-ferrous metals accounted for almost half the imports of
this group from the developing countries in 1971, but not much more than a
third in 1975; the share of iron and steel fluctuated around 8 per cent of the
total while that of machinery, vehicles and other metal products rose sharply
from less than 43 per cent in 1971 to about 58 per cent in 1973-1975. In EEC
ore imports maintained their one third share; the swing was from non-ferrous
metals to the more highly manufactured products. In Japan the share of metals 
ferrous as well as non-ferrous - fluctuated erratically between 24 and 30 per cent
of the group total, falling away only in 1975, while the share of ore declined and
that of the manufactured items rose steeply from a mere 2 per cent in 1970 to
over 14 per cent in 1975 (see table 1-28).

The changes that occurred in the distribution of developed market economy
imports from the developing countries during the first half of the decade do not
suggest any strong influence from GSP which was operating for most of the periOd
in EEC and Japan but not in the United States. Changes in the share of total
developed market economy imports from developing countries going to these three
destinations did not reveal any clear trend: the slight gain in the Japanese
proportion of imports other than fuels and the slight loss in the United States
proportion were no more than might have been expected to result from the
differences in growth rates. 53/

Among the industrial commodity groups, the most decided shifts were in
oil-seeds and fibres, but, while the EEC share was up and the United States share
down, at least in the case of oil-seeds, the share of Japan was SUbstantially
lower. The commodity groups of which the Japanese share rose - chemicals,
machinery and other metal products - were all groups showing a reduction in the
EEC share, but not in that of the United States (see table 1-29). The Japanese
share of petroleum imports also rose but to a much smaller extent than that of
the United States, while there was a sharp reduction in the proportion going to
EEC; in any case this is not one of the commoditi~sincludedin GSP in either
Japan or EEC.

The commodity groups that exemplify most clearly the theoretical GSP effect

53/ Over the quinquennium average annual increases in gross domestic product
were 2.0 per cent in the United States, 2.5 per cent in EEC and 5.4 per cent in
Japan.
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are textiles and clothing: in both of these there was a sharp increase in the
share of developing country exports going to EEC and Japan and a comparable
decrease in the United States share. Here again, however, GSP was not always
the responsible factor: access to most developed market economy markets was
g01Terned to a large extent by quotas negotiated, first, under the Long-term
Arrangement regarding International Trade in Cotton Textiles and, since 1973,
under a multifibre agreement, both of which were designed to achieve an orderly
expinsion in the export of textiles from the developing countries.

The importance of manufactured products among the imports from developing
countries increased significantly in all three of the main industrial areas. In
Japan, manufactures other than non-ferrous metals more or less doubled their
proportion of total imports from developing countries, excluding petroleum: in
1970 it was less than 9 per cent, in 1973~1975 it averaged over 20 per cent. In
the case of EEC there was a comparable growth - from about 14 per cent in 1970
to 23 per cent in 1973-1974 and even higher in 1975. Manufactures constituted
a larger proportion of United States imports from the developing countries 
about 35 per cent in 1970, again exclusive of petroleum and non-ferrous metals 
but here, too, there was a notable increase, to about 48 per cent of the total
in 1973-1975 (see table 30).

The transfer of resources to developing c2untrie~

Developed market economy co-operation with developing countries in the
provision of resources occurs at two levels - one reflecting directly the
policies and decisions of Governments and the other influenced mainly by market
forces. During the first half of the 1970s, the flow resulting from the first
type of co-operation - official development assistance (ODA) 54/ - changed very
little in real terms: in 1970 prices it fluctuated around $7lbillion a year.
The flow responding to the market, by contrast, increased significantly,
especially in 1973 and 1975: in 1971 it amounted to $8.5 billion (in current
prices) or 53 per cent of the total, by 1975 it had risen to nearly $21 billion
or 61 per cent of the total.

Most of ODA continued to move bilaterally, but the amount going to the
international development agencies rose more rapidly: it constituted less than
18 per cent of the total in 1971 but nearly 28 per cent by 1975. The amount
provided in the form of bilateral donations increased fairly steadily - from
$3.5 billion in 1971 to $6.3 billion in 1975 - accounting for about 56 per cent
of bilateral ODA in 1971 and around 64 per cent thereafter. The proportion of
these donations transferred as technical assistance also rose somewhat: it was

54/ Official development assistance comprises government grants or loans
havinga "grant element" of at leaqt 25 per cent. The grant element is the
present value of the difference between the agreed lending rate of interest and
a nominal rate - reflecting returns from alternative uses .. over the life of the
loan. Though the nominal rate should in principle reflect commercial returns it
has been conventionally set at 10 per cent.
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26 per cent of total bilateral ODA in 1971, reached 32 per cent in l~rr3 and l,hCIl

declined to below 30 per cent in 1975.

Food aid declined sharply from $1.8 billion in 1971 to $1.3 billion in 1973
as stocks in the major exporting countries were drawn down. It rose again in
current value - to $2.2 billion in 1975 - as the contribution from EEC surpluses
expanded, though as a proportion of total transfers, it was not much more than
half the 1971 figure (11 per cent) in 1975 (6 per cent). An increasing
proportion of this food aid moved directly from donor to recipient country:
multilateral transfers dropped below $500 million a year after 1972.

Though total official flows - to the international agencies as well as
bilateral - increased steadily in current prices during this period, from
$8.9 billion in 1971 to nearly double that ($16.3 billion) in 1975, the ratio to
gross national product remained more or less static. The proportion of these
transfers that was on more or less commercial terms rose sharply between 1971
(14 per cent) and 1973 (nearly 21 per cent) and then receded to below 17 per cent
in 1974 and 1975.

Private flows from the developed market economies to the developing
countries amounted to $7.3 billion in 1971; they rose steeply (to $10.8 billion)
in 1973 as a result of an upsurge in direct investment and bank lending, and
again in 1975 (to $18.6 billion) in the wake of an upsurge in export credits and
a further increase in direct investment.

The rise in private direct investment in 1973 (to $6.2 billion) reflects
in part the reinvestment of profits earned in the 1972-1973 upswing in commodity
trade and prices. The large amounts invested in 1974 ($5.9 billion) and 1975
($8.2 billion) include sums devoted to improving energy supplies in net
importing countries.

Private portfolio investment in the developing countries - including the
lending of commercial banks - swung upwards to a peak of about a seventh of the
total flow of resources in 1973 and 1974 and then receded below $3 billion (less
than 9 per cent of the total flow) in 1975. The movement in guaranteed export
credits was the reverse of this: the provision of such credit was highest 
about a seventh of the total flow - in 1971 and 1975; in between it sank to a
low of only $1 billion in 1973 (see table 1-31).

Between 1971 and 1974 the over-all flow of resources from the developed
market economies to the developing countries - official and private, concessional
and commercial - increased only slightly faster than the price level of the goods
and services concerned. In 1970 prices the transfers rose from $15.2 billion in
1971 to $16.7 billion in 1973 but then dropped back below the 1972 figure. It
was only in 1975 when the current account deficit of the petroleum-importing
developing countries widened to nearly $38 billion, that the flow of finance from
the developed market economies increased significantly - by about one sixth in
real terms and to almost $35 billion in current prices.

It is clear that, in the aggregate, the net flow of resources from the
developed market economies to the developing countries and the international
institutiol,ls providing development assistance was not significantly affected by
the business cycle: in terms of United States dollars at current prices it
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increased by 11 ll~r cellL and 26 per cent in the tvlO years of upswing (1972 and
19(3) and by 11 per cent and 33 ll~r cent in th~ Lwo years of recession (1974
and 19(5). As a proportion of the developed market economies' combined gross
national product the net flow dropped sharply in 1972 to 0.68 per cent, recovered
in 1973 and 1974 and then jumped to 0.90 per cent in 1975.

In so far as there was a pattern among individual countries in respect of
the movement of this ratio it was one of decline between 1971 and 1973 and
increase between 1973 and 1975. In the case of Italy, however, the decline
extended to 1974 and in the case of Switzerland to 1975 while in some countries
the ratio fluctuated around its mean value for the quinquennium ~ 0.40 per cent
in the case of Austria, 0.64 per cent in Denmark, 0.90 per cent in the United
Kingdom and 0.92 per cent in Japan (see figure I~8).

The number of countries exceeding the target of 1 per cent of gross national
product laid down in the International Development Strategy increased sharply over
the period: it was 2-3 in the first three years of the decade and six in 1974
and 1975. To this extent, the flow of resources to the developing countries
does not seem to have been adversely affected by the recession in the developed
market economies. The only countries with 1975 transfer ratios below the 1971-197
average were Austria, Denmark, Japan and Switzerland. For the period as a whole
the average rate of net transfer from the developed market economies was
equivalent to 0.75 per cent of their combined gross national product. The only
countries exceeding the target over the quinquennium were Belgium, Canada,
France and the Netherlands.

As indicated above, the net flow of official assistance was less buoyant.
Having the stability that comes from a greater degree of institutionalization, its
ratio to total production in the donor countries tended to move inversely to
economic growth: it was highest in 1971 and 1975, lowest in 1973. This pattern
of movement derives from the performance of the largest donors ~ the United
States, France, the Federal Republic of Germany and the United Kingdom. Among
the smaller donors there was a more general tendency for the ratio to increase,
most notably in the case of the SCandinavian countries" Austria and New Zealand.
Among the remaining countries the ratio tended to fluctuate around the quinquennia.
average: 0.63 per cent in the Netherlands, 0.54 per cent in Australia,
0.52 per cent in Belgium, 0.23 per cent in Japan, 0.16 per cent in Switzerland
and 0.12 per cent in Italy.

It was not until 1974 that any of the developed market economies reached the
target for aDA~.7 per cent of gross national product) set in the International
Development Strategy. In that year Sweden provided assistance amounting to
0.74 per cent of its gross national product. In 1975 the Netherlands
(0.75 per cent) joined Sweden (0.82 per cent) in compliance with the Strategy
and several other countries were within reach of the target, notably France and
Norway (0.65 per cent) and Australia (0.61 per cent). ?5/ With the larger donors
still lagging, however, the average ratio of aDA to the combined gross national
product of the developed market economies was only half the target figure.

22! Australia, Denmark, France and New Zealand are committed to reach the
0.70 per cent target by the end of the decade, by which time the Netherlands,
Norway and Sweden intend to achieve an aDA transfer equal to 1 per cent of
gross national product.
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Though the over-all volume of aDA remained more or less static during the
first half of the decade, there was some tendency for the terms on which the
transfers were made to ease somewhat, thereby raising their net effectiveness.
The proportion of grants in total aDA commitments which had dropped to 59 per cent
in 1971 averaged 66 per cent in the last three years of the period. As the loans
were also on slightly easier terms - average maturity up from 29 years to about
31 years, average grace period up from seven years to over eight years and
average interest rate down from 2.8 per cent a year to about 2.5 per cent - the
grant element in total aDA was appreciably higher: in 1971 it had dropped to
82 per cent, by 1973-1975 it stood at 87 per cent.

This concessional flow was also being directed more purposefully towards
the lower-income developing countries. By 1975, a number of countries - including
Austria, Belgium, New Zealand, Norway, Sweden and Switzerland ~ were making all
their aid to the least developed countries in the form of grants. This was also
the declared pOlicy of the United Kingdom in respect of developing countries with
per capita incomes of below $200 a year in 1975 prices. The least developed
countries and the countries designated by the General Assembly as most seriously
affected by the events of 1974-1975 were accorded special concessionary treatment
by the Federal Republic of Germany - 50-year loans at 0.75 per cent interest.
Canada had also decided to concentrate its'ODA on the neediest among the developing
countries.

These improvements in the quality of official development assistance,
welcome as they are, cannot compensate for the disappointing trend in volume,
The current ,account d~icit of the ~etroleum-importingdeveloping countries
widened to $29 billion\~n 1974 and ~38 billion in 1975, This deficit was financed
entirely from abroad in' 1974, but in 1975 it involved a cutback in import quantum
and in international reserves. These reductions were relatively small -
3.5 per cent and 5.5 per cent, respectively ~ but they were the first to be
necessary in the 1970s. In financing the deficit, moreover, recourse was made
to private credit that, in relation to development needs was high in interest
cost and short in tenor. Thus the external debt profile of many petroleum
importers among the developing countries has deteriorated considerably. Their
ability to attract commercial credit on the 1974-1975 scale is becoming increasingly
doubtful. While the acceleration in export earnings in 1976 is easing the
financing problem, the pace of recovery in the developed market economies seems
likely to continue to be too slow and the rise in import prices to continue to
be too rapid to reduce the trade deficit of those developing countries to
manageable proportions. Without a greater flow of development assistance, therefore,
imports are likely to have to be curbed again. Such a course would be inimical
not only to the development process but also to those developed market economies
whose own growth is at present particularly dependent on the expansion of external
demand.
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Table I-1. Developed market economies: components of
growth, 1971-1975

Percentage change from preceding year

Average,
Components and country groups ~/ 1971-i975 1971 1972 1973 1974 1975 'E/

Gross domestic product

All developed market economies 2.7 3.7 5.4 5.9 0.2 -1.5
Major industrial countries £! 2.6 3.6 5.5 6.0 -0.5 -1.7
other industrial countries d/ 2.9 3.4 4.4 4.5 3.5 -1.2
Other developed market' economies ~/ 4.8 5,5 5.9 6.0 5.4 1.3

Private consumption

All developed market economies 3.5 4.2 5.9 5.0 0.8 1.7
Major industrial countries £! 3.4 4.2 6.0 5.0 0.2 1.6
Other industrial ~ountries ~ 3.2 3.1 4.4 3.9 2.2 2.3
Other developed market economies ~ 5.0 5.8 5.8 6.2 5.8 1.6

Government consumption

All developed market economies 1.8 1.7 3.1 1.1 0.6 2.3
Major industrial countries c/ 1.4 1.2 3.1 0.7 1.8
Other industrial countries d/ 3.6 4.5 3.7 2.9 2.7 4.4
Other developed market economies ~ 6.2 5.4 4.2 5.4 8.3 7.7

Fixed investment

All developed market economies 1.8 5.4 7.1 6.9 -3.6 -6.8
Major industrial countries c/ 1.6 5.6 7.3 7.1 -4.6 -7.5
Other industrial countries ~/ 1.4 4.5 4.0 4.8 -0.8 ":5.6
Other developed market economies ~ 4.3 4.2 8.0 6.4 4.2 -1.2

Final domestic demand !I

All developed market economies 2.8 4.1 5.6 4.8 -0.4 0.1
Major industrial countries c/ 2.7 4.0 5.8 4.8 -0.9 -0.2
other industrial countries d/ 2.9 3.7 4.3 4.0 1.5 0.8
Other developed market economies, ~ 5.0 5.3 6.2 6.1 5.6 1.9

Changes in stocks 5/

All developed market economies -0.3 -0.5 0.9 -0.2 -1.9
Major industrial countries c/ -0.4 -0.5 0.2 0.9 -0.6 -1.9
Other industrial countries ~ -0.3 -1. ' -1.1 1.0 1.7 -1.9
Other developed market economies ~ -0.1 -1.4 0.7 2.2 -1.9

Exports of goods and services

All developed market economies 6.6 7.2 8.2 13.1 8.8 -4.2
M~jor industrial countries £! 7.1 7.0 7.3 14.4 11.2 -4.6
other industrial countries d/ 5.4 7.0 9.7 11.2 4.9 -5.6
~her developed market economies ~ 5.4 9.1 12.6 5.8 -2.8 2.3

Imports of goods and services

All developed market economies 5.1 5.8 9.3 12.2 5.5 -7.4
Major industrial countries £/ 5.0 6.0 10.8 11.9 4.8 -8.5
Other industrial countries ~ 4.6 4.5 6.2 12.9 4.5 -5.6
Other developed market economies ~ 7.3 7.2 5.6 13.5 13.5 -3.2

Foreign balance s!

All developed market economies 0.3 0.3 -0.1 0.2 0.6 0.5
Major industrial countries £! 0.3 0.2 -0.3 0.4 1.0 0.4
Other industrial countries d/ 0.4 0.9 1.4 -0.4 0.2 -0.2
other developed market economies ~ -0.4 0.2 1.1 -1.5 -3.2 1.2

(source and foot-notes on following page)
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Source and foot-notes to table I-I.

Source: Centre for Development Planning. Projections and Policies of the
United Nations Secretariat. based on United Nations. Yearbook of National Accounts
Statistics, Organisation for Economic Co-operation and Development, Economic Surveys
(Paris), Commission of the European Communities, La situation de la Communaute
(Brussels). and national sources. -

~ 1970 weights used to combine country data.

Pi Preliminary.

c/ Canada, France. the Federal Republic of Germany. Italy. Japan. the United
Kingdom and the United States of America.

9J Austria. Belgium. Denmark. Finland, Luxembourg. the Netherlands. Norway~

Sweden and Switzerland.

~ Australia, Greece. Iceland. Ireland. New Zealand. Portugal, South Africa.
Spain. Turkey and Yugoslavia. Fiscal year ending 30 June of the indicated year for
Australia.

!I Sum of consumption and fixed investment.

g/ Change in real terms from the previous year's level expressed as a
percentage of the gross domestic product of the year prior to the one indicated.
Thus it indicates the item's contribution to changes in gross domestic product.
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Table 1-2. D~vc:l().I!eJ. llli:l..drcL ecullumi es : gruw tIl of
private consumption, 1971-19'(5

Percentage change from preceding year

Country

Industrial countries

Average,
1971-1975 1971 1972 1973 1974 1975~

Major industrial countries:
Canada . • . . . . •
France . . . . . , .
Germany, Federal Republic of •
Italy . . . .
Japant .........•
United Kingdom . . . . .
United States of America .

5.5
5.1
3.0
2.6
6.5
2.4
2.8

5.7
5.9
5.1
3.0
7.3
2.9
3.4

6.6
5.9
4.6
3.6
9.2
6.0
5.9

7.5 4.2
5.8 4.3
2.7 0.2
5.6 2.5
8.3 1.4
4.5 -1. 3
4.5 -0.9

3.7
3.8
2.2

-1.8
6.1

-0.3
0.9

Other industrial countries:
Austria
Belgium
Denmark
Finland
Luxembourg
Netherlands
Norway ...
Sweden .
Switzerland

Other developed market economies

AustraliaE!
Greece .
Iceland
Ireland
New Zealand
Portugal .
South Africa
Spain
Turkey ..
Yugoslavia

4.9
4.5
2.3
5.0
5.0
2.9
3.7
2.2
1.9

4.3
5.5
5.3
2.7
3.3
6.7
3.9
5.7 /
7.9~
5.3

6.2
5.0
2.0
2.9
5.8
3.1
4.6

-0.8
4.8

4.0
7.2

14.9
3.3

-0.9
9.4
3.2
4.5

14.2
9.0

8.2
6.4
2.6
8.6
4.4
2.2
3.2
2.5
5.5

4.5
8.5

10.2
5.6
6.0
3.5
2.2
8.6
6.7
5.0

4.1
7.4
4.8
6.7
5.8
3.1
3.1
1.8
2.3

6.1
5.3
6.5
7.7
9.5

14.3
5.5
7.6
1.4
2.8

3.7
2.7

-3.5
3.6
6.8
2.6
3.3
4.4

-0.5

5.3
2.0
7.0

-2.3
4.5
9.4
5.6
5.8
9.3
7.8

2.5
1.0
5.5
3.0
2.1
3.5
4.1
3.0

-2.5

1.7
4.7

~11.9

-1. 0
--2.8
-3.0

3.1
2.1

2.0

Source: See table I-I.

§} Preliminary.

pj Fiscal year ending 30 June of the year indicated.

£/ Average for 1971-1974.
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Table 1-3. De-v-elopcd market economies: growth in
fixed investment~ 1971-1975

Percentage change from preceding year

Country

Industrial countries

Average~

1971-1975 1971 1972 1973 1974 1975~

Major industrial countries:
Canada . . . . . . . . . .
France ........•.
Germany~ Federal Republic of .
Italy . • . .
Japan • . . •. . ..
United Kingdom . . . • . •
United States of America

Other industrial countries:
Austria
Belgium
Denmark
Finland
Luxembourg
Netherlands
Norway .•..
Sweden . . .•
Switzerland

Other developed market economies

Australia:!?}
Greece ..
Iceland
Ireland
New Zealand
Portugal. .
South Africa
Spain
Turkey •.
Yugoslavia .

Source: See table I-I.

6.3
3.3

-1.1
-0.7
2.9
0.8
1.3

4.5
2.5

-0.8
4.5
2.6

-0.8
9.3
0.6

-2.2

1.5
2.6

14.1
2.9
3.8
5.4
5.8
5.6 /
9.~
6.3

8.0
6.6
4.6

-3.1
9.3
1.7
5.5

12.5
··1.8
4.4
3.6

12.9
3.3

18.4
-1. 7
7.9

4.5
14.0
44.7
7.1

-3.8
11.3
11.4
-2.9
-5.0
6.5

6.1
7.4
2.7
0.4

10.6
2.2
8.9

12.9
3.7
7.9
6.3
3.2

-3.5
-3.9

5.9
7.4

2.4
15.4
-1.0
0.8
7.8

21. 7
3.9

15.8
14.8

3.4

10.4
5.2
0.6
8.2

13.0
2.6
7.1

2.8
7.5
6.1
5.5

11.3
5.6

13.7
1.4
0.2

-1.6
7.7

19.5
15.1
20.0
11.8

2.8
14.3
14.1

2.7

5.4
3.1

-8.1
3.7

-9.8
-2.0
-5.2

1.2
6.1

-9.7
4.0

~7.0

-5.4
7.5
1.3

-6.1

5.7
-25.9
10.4
-3.4
11.0
-2.7
7.0
4.4

15.6
9.0

1.6
-5.8
-4.7

-12.7
-8.4
-0.5
-9.7

~7.0

-3.2
-12.8

3.0
-7.2
-3.9
10.9
-3.9

-20.4

-3.3
1.7

-3.0
-5.0

-16.0
-15.0

3.9
-3.4

10.0

~ Preliminary.

EI Fiscal year ending 30 June of the year indicated.

c/ Average fo~ 1971~1974.
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Table 1-4. Developed market economies: growth in
government consumption, 1971-1975

Percentage change from preceding year

Average,
1975~Country 1971-1975 1971 1972 1973 1974

Industrial countries

Major industrial countries:
Canada · · · · · · · · · . 4.9 4.1 3.2 3.9 8.0 5.1
France · · · · · · . 4.0 4.2 3.8 4.1 3.5 4.2
Germany. Federal Republic of • ~.7 7.4 3.9 4.2 4.7 3.3
Italy · · · · 3.2 5.4 5.0 2.7 2.1 0.8
Japan · · · · · · · · · 6.7 7.2 7.8 7.3 4.3 6.8
United Kingdom . · · · · 3.4 3.0 3.7 4.1 2.9 3.3
United States of America -0.4 -0.6 2.3 -1.5 -2.5 0.5

Other industrial countries:
Austria 3.7 2.9 4.7 3.8 4.0 3.0
Belgium 4.9 5.8 5.8 4.9 2.7 5.4
Denmark 3.8 7.4 3.3 1.8 2.7 4.0
Finland 5.1 5.0 7.1 5.8 3.6 4.0
Luxembourg • 2.4 1.5 2.7 2.2 2.6 3.1
Netherlands 2.5 3.3 3.6 0.9 0.4 4.2
Norway · · · 4.3 5.3 3.9 4.4 4.2 3.8
Sweden · · · 3.3 3.4 2.4 2.5 3.2 4.9
Switzerland 3.5 5.3 2.0 3.2 3.0 4.2

Other developed market economies

AustraliaEJ . 4.7 4.5 1.3 5.1 6.7 5.9
Greece · 8.5 5.0 5.7 6.5 12.8 12.3
Iceland 4.7 6.4 6.0 6.0 5.0
Ireland 5·9 8.4 8.5 4.4 6.4 2.0
New Zealand 5.7 1.6 3.8 -5.3 12.3 16.0
Portugal · · 8.8 6.4 8.6 7.8 16.4 5.0
South Africa 7·9 8.4 2.7 3.0 11.4 14.1
Spain · · · · · 5.7 / 5.4 5.4 8.0 6.0 3.7
Turkey · · 6.~ 6.1 7.3 8.8 5.2
Yugoslavia . 5.6 2.3 3.7 4.6 7.5 10.0

Source: See table 1-1.----
~J Preliminary.

!>I Fiscal year ending 30 June of the year indicated.

£/ Average for 1971-1974.
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Table 1-5. Developed market economies: growth in final
domestic demand, 1971-1975

Percentage change from preceding year

Country

Industrial countries

Average,
1971-1975 1971 1972 1973 1974 1975~

Major industrial countries:
Canada. . .
France . . .
Germany, Federal Republic of
Italy .
Japan .
United Kingdom • . . • .
United States of America. • .

Other industrial countries:
Austria
Belgium
Denmark
Finland
Luxembourg
Netherlands
Norway .
Sweden .
Switzerland

9ther developed market economies

Australia!?!. .
Greece .
Iceland
Ireland
New Zealand
Portugal ..
South Africa
Spain
Turkey ..
Yugoslavia

5.6
4.4
2.2
2.0
5.5
2.3
1.9

4.7
4.1
2.0
4.8
4.0
2.1
5.4
2.0
1.0

3.6
5.1
7.5
3.1
3.8
6.7
4.9
5.7 /
8.0£
5.5

5.9
5.8
5.3
2.0
8.0
2.7
3.0

7.6
3.5
3.6
3.4
7.3
3.3
8.5

-0.1
5.7

4.1
8.5

21.4
4.7

-0.9
9.4
5.9
2.9
9.6
7.5

5.8 7.5
6.0 5.3
4.0 2.4
3.1 5.7
9.6 10.0
4.9 4.1
5.8 3.9

9.2 3.7
5.7 7.1
3.9 4.5
7.7 6.2
3.9 7.0
1.6 3.4
1.2 6.3
3.3 1.8
5.7 1.8

3.6 3.9
9.8 6.0
6.6 9.9
5.0 8.8
5.8 7.5
7.3 13.0
2.8 4.5
9.9 9.2
8.0 4.5
4.5 2.9

5.2
3.4

~1.4

2.7
-2.7
-0.5
-2.0

3.0
3.4

-3.4
3.7
2.1
0.3
4.7
3.3

-1.7

5.6
-3.9
7.9

-1.4
7.5
7.7
6.7
5.5
9.9
8.2

3.5
1.4
0.6

-3.7
2.7
0.3

-1.1

-0.2
0.7
1.3
3.2

-0.5
1.9
6.2
1.8

-6.7

0.9
5.1

-8.4
-1. 5
-1.0
-4.1
4.7
0.8

4.5

Source: See table I-I.

§} Preliminary.

E/ Fiscal year ending 30 June of the year indicated.

_~ Average for 1971-1974.
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Table 1-6. Developed market economies: change in stocks, 1971-1975

Contribution to growth in total output§!

Average,
1971~1975Country

Industrial countries

Major industrial countries:
Canada .
France
Germany, Federal Republic

of .
Italy
Japan ....
United Kingdom .
United States of America

Other industrial countries:
Austria
Belgium
Denmark
Finland
Luxembourg
Netherlands
Norway ..
Sweden...
Switzerland

Other developed market economies

Australia£! .
Greece
Iceland
Ireland
New Zealand
Portugal ..
South Africa
Spain
Turkey
Yugoslavia

-0.1
-1.0

-0.6
-0.6
-0·5
-0.5
-0.2

-0.4
-0.4
-0.3
0.5

-0.3
-0.6
"",0.4
0.1

-0.7

0.1
-0.1
0.1

-1.4
-0.3
-~

-1.3el0.4;1
-0.3
1.0

1971

0.2
-0.9

--1.8
-1.2
-1.9
-0.7
0.2

-2.1
-0.1

(-1. 5)
-0.6
··1.4
-1.1
-1. 5
-1. 7
-0.6

(-0.3)
-1. 5
3.7

-1.1
0.3
0.3

-1.4
0.4

-0.3
2.9

1972

0.4
0.4

-0.2

-0.1
(-0.2)

0.3

(-1. 7)
-0.5

(-0.8)
-2.8
1.4

-0.6
-2.3
-0.8
-1.8

(-1. 4)
-1.2

(-5.1)
0.8

-1.0
(-0.3)
(-4.9)

0.3
-0.7
-2.7

1973

0.5
0.7

0.7
1.6
1.7
2.0
0.6

3.5
1.0
2.2
1.9

-1.8
0.8
0.1

(-0.4)
1.0

(-0.3)
4.2

(1.1 )
0.7
2.0
(-)

(1. 7)
0.3

-0.1
1.5

1974

1.0
-0.5

-1.2
-0.7
0.2

-0.8
-0.7

0.6
0.6
2.2
2.6
1.8
0.8
2.6
2.6
2.6

3.9
-2.2
2.9

-0.3
5.0

4.3
0.7

2.9

1975E.1

(-2.5)
(-4.7)

(-0.4)
(-2.7)
-2.3

(-2.6)
(-1. 5)

-2.5
(-3.0)
(-3.6)

1.3
(-1. 5)
(-2.9)
-0.7
0.8

-4.6

-1.4
0.1

(-2.0)
(-7.0)
-7.8

-2.7

0.5

Source: See table 1-1.

al Changes in real terms from the previous year's level expressed as a
percentage of the gross domestic product of the year prior to the one indicated.
Figures in parentheses indicate an absolute decline of inventories in that year.

Pi Preliminary.

~I Fiscal year ending 30 June of the year indicated.

~I Average for 1971-1973.

~ Average for 1971-·1974.
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Table I-7. Developed market economies: growth in exports of
goods and services, 1971-1975

Percentage change from preceding year

Average,
1975alCountry 1971-1975 1971 1972 1973 1974

Industrial countries

Major industrial countries:
Canada • · · · · · · · · · 2.2 4.5 6.4 10.6 -3.8 -6.7
France · · · · · · · · · · 10.2 12.9 10.7 15.5 15.6 -3.7
Germany, Federal Republic of 7.3 7.2 7.8 17.0 13.3 -8.9
Italy · · · · 7.5 7.2 11.8 5.4 10.0 3.1
Japan · · · · · · · · · 11. 5 17.7 6.6 7.3 21.2 4.7
United Kingdom . · · · · 4.6 7.0 2.1 11.5 6.9 -4.5
United States of America 6.6 1.2 7.1 20.5 11.4 -7.2

Other industrial countries:
Austria · · · · 6.5 10.7 10.6 8.5 9.5 -7.0
Belgium · · . . 6.4 6.8 9.8 14.1 8.1 -7.0
Denmark 5.4 7.7 8.4 7.8 5.1 -1.9
Finland 0.7 -1.4 14.2 7.4 -0.9 -16.0
Luxembourg · 1.6 -2.5 6.0 15.2 5.0 -15.5
Netherlands 6.7 11.1 11.0 11.9 2.8 -3.5
Norway . · · 4.9 1.1 14.0 8.3 0.5 0.4
Sweden · · · 5.7 6.7 6.8 15.1 8.4 -8.4
Switzerland · · . . 3.3 4.3 6.6 7.7 2.1 -4.2

other developed market economies

AustraliaP!. 4.4 9.0 6.5 3.9 -3.9 6.3
Greece · · 11.8 16.4 20.1 21.1 -5.1 6.5
Iceland 3.5 -3.9 10.7 8.5 -0.8 3.0
Ireland 4.6 3.9 3.4 9.0 0.9 6.0
New Zealand 2.4 I 3.8 5.0 3.0 -3.3 3.5
Portugal · · 4.8£. 12.6 16.1 2.1 -11.5
South Africa 3.8 6.5 16.1 -2.7 -1.1
Spain 6.4 I 13.2 10.4 10·9 -1.6 -1.0
Turkey · · 9.5£ 15.5 14.6 18.5 -10.5
Yugoslavia 8.9 6.4 30.4 8.6 1.0 -2.0

Source: See table I-I.

~I Preliminary.

E! Fiscal year ending 30 June of the year indicated.

£! Average for 1971-1974.
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Table I-8. Developed market economies: growth in imports of
goods and services, 1971-1975

Percentage change from preceding year

Average,
1975~Country 1971-1975 1971 1972 1973 1974

Industrial countries

Major industrial countries:
Canada. · · · · · · · · · 7.4 7.0 11.0 13.2 8.6 -2.6
France · · · · · · · · · · 9.0 9.3 14.7 18.1 12.7 -9.6
Germany, Federal Republic of . 6.8 9.7 8.5 10.3 4.8 0.7
Italy · · · · 3.3 2.4 11. 7 10.2 2.0 -10.0
Japan · · · · · · · · · 7.9 4.0 8.2 23.0 12.4 -8.0
United Kingdom . · · · · 4.9 4.8 11.6 13.5 0.2 ·~"5. 7
United States of America 1.0 4.3 10.8 5.9 0.8 ~17.0

Other industrial countries:
Austria · · · · 7.0 10.7 14.0 12.6 6.9 -9.0
Belgium 6.4 5.1 8.7 18.7 8.5 -9.0
Denmark 3.3 3.0 3.4 18.5 -3.5 -5.1
Finland · · · · · 4.6 -0.6 4.4 12.9 6.5
Luxembourg · · · · 3.8 3.0 7.8 12.6 5.8 -10.1
Netherlands 3.6 6.2 5.0 12.0 -0.7 -4.3
Norway · · · · · · · 6.0 6.4 -1.0 14.4 4.7 5.7
Sweden · · · · · · · 4.8 -3.5 6.3 8.0 15.9 -2.6
Switzerland · · · · · · · · · 1.3 7.1 7.8 6.7 -0.5 -14.5

Other developed market economies

AustraliaEi . 7.2 3.4 -3.1 4.1 31.2 0.4
Greece · · 9.1 8.4 15.4 30.8 -15.5 6.2
Iceland · · · · · 8.3 23.0 0.2 18.6 12.8 -13.0
Ireland 3.3 4.0 6.1 17.6 -3.7 -7.5
New Zealand · · · · · 5.9 / 1.4 9.0 17.5 21.0 -1.0
Portugal · · · · · · 11.8£. 24.1 8.8 10.0 4.3
South Africa 4.8 9.6 -14.0 13.5 21.8 -7.1
Spain 7.6 / 1.8 20.8 16.5 4.8 -6.0
Turkey · · · 12.t2 9.7 19.0 13.0 8.5
Yugoslavia · 9·0 11.6 8.7 13.1 14.4 -3.0

Source: See table I-l.

!!:.I Preliminary.

E! Fiscal year ending 30 June of the year indicated.

£/ Average for 1971-1974.
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Table 1-9. Developed market economies: changes in
foreign balance, 1971-1975

Contribution to growth in total outPut~/

Average,
1975P}Country 1971~,1975 1971 1972 1973 1974

Industrial countries

Major industrial countries:
Canada , · · . . · . · · . -1.3 -0.5 (-1.1) (-0.7) (-3,2) (-0,8)
France · · · , . · . · · , 0.4 0.7 -0.6 (-0.2) 0.6 1.3
Germany, Federal Republic

of . 0.2 -0.5 -0.1 2.1 3,0 -3.6
Italy 0,8 0.8 (-0.9) 1.5 2.6
Japan 0.6 1.7 -1.4 1.2 1.7
United Kingdom . 0,5 (-1. 9) (-0.7) 1.6 0.6
United States of America 0.4 (-0,1) (-0.2) 0.9 0.8 0.6

Other industrial countries:
Austria -0,2 0.1 -1.0 (-1. 5) (0.8) 0,8
Belgium · , · · -0.1 0.8 0,8 -1.5 1.6
Denmark 0.7 (1. 3) 1.5 (-3.4) (-2.8) 1.3
Finland -1.1 (-0.2) 2.5 (-1.4) (-2.1) (-4.3)
Luxembourg • -1.6 -4.2 -0.9 2.9 0.2 -5,8
Netherlands 1.5 2.2 3.0 0.3 1.8 0.4
Norway . · · -0.6 (-2,3) 6.1 -2.3 (-1. 9) (-2.4)
Sweden · · , 0.3 2.6 0.3 2.1 -1.6 -1.9
Switzerland 0.8 -0.9 -0.4 0.4 1.0 3.8

Other developed market economies

A . c! -0.4 1.0 1.7 0.1 (-5.7) (1.1 )ustral~a-'- .
Greece · (0.5) (-0.2) (-3.1) (2.9) (-0.3)
Iceland -2.7 (-13.7) (4.5) (-6.0) (-8.0) (9.7)
Ireland 0.6 (-0.3) (-1. 5) (-4.7) (2.2) (7.1)
New Zealand -0.8d! 0.5 -1.0 -4.0 -7.3 7.8
Portugal . · -2.8-- (-4.5) (1. 0) (-3.1) (-4.6)
South Africa -0.2 (-1. 0) 7.2 (-3.6) (-5.4) (1. 9)
Spain . · · . -0.4d! 1.5 (-1. 4) (-1. 0) (-1. 0)
Turkey . · -0.6- (0.1 ) (-0.7) (-) (-1. 7)
Yugoslavia • 0.9 (-1. 9) (4.0) (-1.7) (-4.4) (-0.5)

Source: See table !··,l.

a/ Changes in foreign trade balance in real terms from the previous year's
balance expressed as a percentage of the gross domestic product of the year prior to
the year indicated. Figures in parentheses indicate negative current year's foreign
trade balances of goods and services.

Pi Preliminary.

£! Fiscal year ending 30 June of the year indicated.

~ Average for 1971-1974.
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Table 1-10. Developed market economies: growth of gross
domestic product, 1971-1975

Percentage change from preceding year

Average,
1975~Country 1971-1975 1971 1972 1973 1974

Industrial countries

Major industrial countries:
Canada · · · · · · 4.3 5.7 6.0 6.9 2.8 0.2
France · · · · · · · · 3.7 5.4 5.6 5.7 3.8 -2.0
Germany, Federal Republic of . 1.7 2.7 3.6 5.1 0.4 -3.4
Italy · · · · 2.1 1.6 3.1 6.3 3.4 -3.7
Japan · · · · . · · · · 5.4 7.3 9.1 9.9 -1.2 2.0
United Kingdom . · · · · 1.9 2.5 2.6 5.6 0.3 -1.6
United States of America . 2.0 3.0 5.7 5.3 -1.8 -2.0

Other industrial countries:
Austria · · · · 4.0 5.3 6.4 5.8 4.4 -·2. a
Belgium 3.7 4.1 5.7 6.3 3.9 -1.3
Denmark 2.4 3.4 4.6 3.3 1.6 --1.1
Finland 4.0 2.4 7.0 6.5 4.2
Luxembourg 1.6 0.6 4.1 7.5 3.5 -7.1
Netherlands · · · · 3.0 4.4 3.9 4.3 2.9 -0.1
Norway • · · · 4.4 4.5 5.0 4.0 5.3 3.0
Sweden. · · · 2.3 0.7 2.7 3.5 4.2 0.5
Switzerland 1.1 3.9 3.2 3.2 2.0 '-1.0

Other developed market economies

AustraliaE!. 3.6 4.4 4.3 4.6 5.1 -1.0
Greece · 5.1 7.6 8.7 7.5 -3.3 5.0
Iceland 5.2 11.7 6.7 6.0 3.9 -2.3
Ireland 2.5 3.5 4.7 5.4 0.4 -1. 5
New Zealand 2.9 0.1 3.8 5.5 5.5 -0.5
Portugal · · 4.8 5.7 8.7 11.0 4.3 -5.9
South Africa 4.2 4.8 3.0 4.0 1.0 2.2
Spain 5.5 4.8 8.5 8.4 5.0 0.8
Turkey · · 1.4 9.5 6.1 4.5 8.5 8.0
Yugoslavia • · 6.2 8.8 4.5 5.0 8.8 4.0

Source: See table 1-1.

~/ Preliminary.

pj Fiscal year ending 30 June of the year indicated.
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Table 1-11. Developed market economies: rate of increase in consumer prices, 1971-1975
(percentage)

Change from preceding period

Country '!:./ Average, 1971-1975 All items Food 1975 fourth qua.rter ?J
All items Food 1971 1972 1973 1974 1975 1975 All items Food

Industrial countries ~ 7.8 9.6 4.8 4.3 7.3 12.5 9.9 11.0 8.0 9.3
United Kingdom 13.0 15.6 9.4 7.1 9.2 15·9 24.3 25.7 25.3 25.5
Italy 11.3 11.5 4.8 5.7 10.8 19.1 17.0 18.0 11.6 11.8
Belgium 8.4 7.4- 4.3 5.5 7.0 12.7 12.7 11.2 8.9 10.3
Japan 11.5 12.4- 6.1 4.5 11.7 24.5 11.8 13.0 8.4- 10.2
France 8.9 9.5 5.5 6.2 7.3 13.7 11.8 11.4 9.9 11.0

Norw~ 8.4 8.7 6.2 7.3 7.5 9.4 11.7 15.0 11.6 16.8
Cana.da. 7.4 10.4 2.9 4.8 7.6 10.9 10.8 13.0 10.2 10.8
Luxembourg 7.2 7.5 4.7 5.2 6.1 9.6 10.7 11.2 11.2 13.5
Netherlands 8.6 6.8 7.6 7.8 7.9 9.7 10.2 8.0 9.5 7.7
SWeden 8.0 8.4 7.4 6.0 6.8 9.9 9.8 11.7 8.9 12.5

Delllll!U'k 9.3 10.3 5.8 6.6 9.3 15.2 9.6 11.1 4.6 6.1
United States of

I America 6.7 8.8 4.3 3.3 6.2 11.0 9.1 8.5 7.3 7.l."P Austria 7.3 6.4 4.7 6.3 7.5 9.5 8.5 6.3 7.2 6.2,
Switzerland 7.7 7·2 6.6 6.7 8.7 9.8 6.7 6.2 4.1 0.1
Germa.ny, Federal

Republic of 6.1 5.4 5.3 5.5 6.9 7.0 6.0 5.3 5.6 5.1

~~ 12.6 13.6 8.6 8.4 12.l. 17.0 16.9 17.9 15.3 15.4

Iceland 25.3 27.5 6.4 10.3 22.2 43.0 48.9 50.8 43.4 42.6
Yugoslavia 19.8 20.3 15.6 16.6 19.7 21.1 26.2 28.6 22.4 26.6
Ireland 13.3 14.4 8.9 8.7 11.3 17.0 20.9 21.5 16.8 16.0
Turkey 16.9 18.6 16.3 13.0 16.6 18.6 20.1 30.0 17.1 24.8
Spain 12.1 12.1 8.2 8.3 11.4 15.7 17.0 17.0 14.7 15.6
Portugal 15.1 16.4 12.0 10.7 12.9 25.1 15.2 23.6 16.4 17.4

Australia 10.2 9.0 6.1 5.8 9.4 15.1 15.1 7.5 14.1 9.5
New Zealand 10.2 9.4- 10.4- 6.9 8.2 11.1 14.7 10.6 15.6 14.8
South Africa 9.4 11.3 6.1 6.5 9.5 11.6 13.5 14.9 5.5 9.0
Greece 12.3 13.6 3.0 4.4 15.5 26.9 13.4 11.8 15.4 14.3
MaJ.ta 5.3 6.5 2.' '.4 7.7 7.3 6.1 6.7 2.9 1.6
Cyprus 6.1 7.1 4.1 4.9 7.8 14.0

Total ~ 8.1 10.0 5.1 4.6 7.7 12.8 10.4 11.6 8.8 10.4



(Source and foot-notes to table I-II)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics
and Yearbook of National Accounts Statistics.

a/ Countries are arranged in descending order of percentage increase in
consumer prices ('lall items") from 1974 to 1975 in each country grouping.

E.I Change from 1974 fourth quarter.

c/ Changes in average prices of country groups have been calculated from the
indices of individual countries weighted in the case of "all items" by the 1970
dollar value of private consumption and in the case of "food" by the 1910 dollar
value of food consumption.
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Table 1-12. Developed market economies: rate of increase
in consumer prices, 1971-1975

Percentage change from preceding year

Average
Item and country group ~ 1971-1975 1971 1972 1973 1974 1975

Consumer price index (CPI)

Industrial countries 7.8 4.8 4.3 7.3 12.5 9.9

Major E! 7.7 4.7 4.1 7.3 12.6 9.9

Other E1 8.3 6.3 6.5 7.7 10.8 10.0

Other developed market economies d/ 12.6 8.6 8.4 12.1 17.0 16.9

Total 8.1 5.1 4.6 7.7 12.8 10.4

Food component of consumer price
index

Industrial countries 9.6 4.5 5.5 12.3 14.9 11.0

Major E! 9.8 4.4 5.4 12.8 15.5 11.1

Other ~ 7.7 5.2 7.2 7.7 8.6 9.6

Other developed market economies d/ 13.6 8.3 8.9 15.6 17.5 17.9

Total 10.0 4.9 5.7 :L2.7 15.2 11.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of Statistics.

a/ Changes in average prices of country groups have been calculated from the
indices of individual countries weighted in the case of CPI by the 1970 dollar value
of private consumption and in the case of the food component by the 1970 dollar
value of food consumption.

bl Canada, France, Federal Republic of Germany, Italy, Japan, United Kingdom
and United States of America.

c/ Austria, Belgium, Denmark, Luxembourg, Netherlands, Norway, Sweden and
Switzerland.

d/ Australia, Iceland, Ireland, Greece, New Zealand, Portugal, South Africa,
Spain~ Turkey and Yugosl~via.
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Table 1-13. Developed market economies: changes in hourly
earnings of workers in manufacturing, ~
1971-1975

Percentage change from corresponding portion
of preceding year

1971 1972 1973 1974 1975 1975
Country fourth

quarter

Australia 11.3 9.6 12.7 27.4 19.1 11.3
Austria 11.1 12.1 11.2 12.5 19.8 17.8
Belgium 12.0 14.3 16.4 20.8 20.0 17.9
Canada 9.0 8.3 8.5 13.3 15.9 12.9
Denmark 14.5 12.6 18.8 22.3 19.6 16.8

Finland 15.0 13.9 16.8 22.9 22.6 E.! 20.3 £!
France 11.1 11.3 14.6 19.3 17.3 16.0
Germany, Federal

Republic of 13.4 8.5 9.8 12.0 9.1 7.7
Greece 9.0 9.2 16.0 26.1 24.7 31.4
Ireland 16.0 14.7 19.5 20.1 29.1 b/ 30.1 £!

Italy 13.5 10.4 24.3 22.4 26.7 23.0
Japan 13.9 15.6 23.6 26.5 11.9 9.6
Netherlands 12.0 12.5 13.5 17.5 14.9 b/ 13.8 c/
New Zealand 27.1 7.8 10.3 14.4 12.6 - 9.1
Norway 12.0 8.9 10.7 17.8 19.5 17.6
Spain 14.0 18.4 16.3 33.8 29.4 pi 32.3 5:!
Sweden 7.8 14.8 8.4 11.0 14.8 19.1
Switzerland 10.0 8.2 9.2 10.8 7.6 5.4
United Kingdom 12.5 13.8 12.9 17.2 29.9 29.3
United States of

America 6.0 6.6 7.1 8.3 9.2 7.3
Yugoslavia 22.0 16.4 17.6 29.3 22.2 18.1

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Organisation for Economic Co-operation and
Development, Main Economic Indicators (Paris).

a/ Including mining in the case of Austria, Belgium, Denmark, Sweden and
Yugoslavia; including construction in the case of the Netherlands; firms employing
20 persons or more in the case of Canada; male workers only in the case of Australia,
Nethe1"lands, New Zealand and Norway; monthly earnings in the case of Japan and
Yugoslavia.

b/ January-September.

c/ Third quarter.
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Table 1-14. selected developed market economies: unemployment and
job vacancies, !I 1971-1975

Number of unemployed Percentage ratio of unemployment to vacancies(thousands)

1971 1972 1973 1974 1975 1975 1971 1972 1973 1974 1975 1975
Country fourth fourth

quarter quarter

Australia 711. loll. 811. 122 269 297 180 321 131 197 893 1 165
Austria 53 50 41 41 55 60 95 81 62 71 177 250
Belgium 71 87 92 105 177 210 530 1024 648 778 4317 5 526
Canada 552 562 520 525 707 7211. 1693 964 666 574 1 247 1 616
Cyprus 3 3 3 11 23 21

Del'llll!l.rk 30 30 20 45 103 III 712 530 228 1 545 10310 9267
Finland 49 57 52 40 51 70 419 361 228 134 278 583
France 337 380 394 498 840 916 274 230 156 243 771 898
Germany, Federal

Republic of 185 246 274 583 1 074 1 141 29 45 48 185 455 449
Greece 30 24 21 27 35 311.

Ireland 42 48 44 48 75 80 ...
Italy 607 696 669 560 654 698 ...
Japan 639 733 671 736 998 1178 141 142 98 154 295 378
Netherlands 62 108 110 135 195 211 58 171 164 196 415 480
New Zealand 3 6 2 1 4 5 99 214 66 21 203 310

Netherlands 62 108 110 135 195 211 58 171 1611. 196 415 480
Norway 12 15 13 11 19 23 114 174 156 108 322 402
Spain 190 191 150 150 257 298
Sweden 101 107 98 80 67 69 281 338 278 164 133 172
Switzerland 10 21 3 2 2 8 363 670

Turkey 45 44 45 82 117 119 139 124 132 232 393 450
United Kingdom 776 855 611 600 929 1 132 434 443 152 150 505 787
United states of

America 4993 4840 II. 305 5 076 7 830 7 912 205 161 115 152 329 306
Yugoslavia 291 315 382 449 540 574 647 700 707 774 915 134

Source: Centre for Development Planning, :Projections and Policies of the United Nations Secretariat, based on
Organisation for Economic Co-operation and Development, Main Economic Indicators (Paris).

!I Because of differences in definition both in measuring unemployment and in determining vacancies, these data
cannot be used for intercountry comparison. In general, the figures represent the average of various registrations
or sample survey enumerations taken at specific times.
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Table 1-15. Selected developed market economies: unemployment
rates, al 1971-1975

(Percentage)

Average unemployment rate

Country 1971 1972 1973 1974 1975 1975
fourth

quarter E.!

Australia • . · · · · 1.3 1.9 1.5 2.1 4.7 4.9

Austria 2.1 1.9 1.6 1.5 2.1 2.5

Belgium 2.9 3.4 3.6 4.0 6.7 8.3

Canada 6.4 6.3 5.6 5.4 7.1 7.2

Cyprus 1.1 0.9 1.2 4.1 8.2 7.6

Denmark · · · · 3.7 3.7 2.4 5.3 11.1 11.9

Finland. · · · · 2.3 2.5 2.3 1.7 2.2 2.9

France 2.0 2.3 2.0 2.3 4.0 4.1

Germany, Federal
Republic of • · 0.9 1.1 1.3 2.6 4.7 4.9

Ireland · · · · 7.2 8.1 7.2 7.9 12.2 12.8

Italy 3.2 3.7 3.5 2.9 3.3 3.5

Japan . 1.2 1.4 1.3 1.4 1.9 2.1

Netherlands . · · · · 1.6 2.7 2.7 3•.3 4.8 5.2

Norway 0.8 0.9 0.8 0.6 1.1 1.5

Spain • · · · · 1.9 1.8 1.4 1.4 2.3 2.7

Sweden 2.6 2.8 2.5 2.0 1.6 1.7

United Kingdom 3.3 3.7 2.6 2.6 4.0 4.9

United states of
America • 5.9 5.6 4.9 5.6 8.5 8.5

Yugoslavia 6.7 7.0 8.1 9.0 10.2 10.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Un~ted Nations, Monthly Bulletin of Statistics;
Organisation for Economic Co-operation and Development, Economic Indicators and
Labour Force Statistics. (Paris).

a/ The unemployment rate refers to the number of persons wholly unemployed
(including those temporarily laid off, except in the case of Japan and the United
Kingdom) expressed as a percentage of the civilian labour force. The figures are
generally derived from unemployment insurance statistics, employment office
registrations or sample surveys. Because of differences in definition, the data do
not permit simple intercountry comparisons.

b/ Figures for Belgium, Cyprus, Ireland, the Netherlands and Yugoslavia not
seasonally adjus ted.



Table I-16. Major industrial market economies: changes
in unit labour costs in manufacturing,
1971-1975

Percentage change from preceding year

Country 1971 1972 1973 1974 1975

Canada. · · . · 0.2 3.7 4.5 11.1 l3.8

France 12.1 11.9 16.4 19.2 20.3

Germany, Federal Republic of • · 9.0 2.8 6.3 l1.8 7.5

Italy . . . . . l2.1 3.7 11.4 20.5 25.0

Japan . . 12.0 5.4 3.4 29.5 22.2

United Kingdom • . . . . · · . · 9.0 5.5 5.2 20.7 29.5

United States of America • 3.0 1.0 2.9 9.4 11.1

Average of above al · · 8.0 4.2 6.5 l6.7 17.2

Source: Centre for Development Planning, Projections and Policies of
the United Nations Secretariat, based on Organisation for Economic Co-operation
and Development, Main Economic Indicators (Paris).

!I Weighted by 1970 exports of manufactured goods.
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Table 1-17. Developed market economies: international trade. 1970-1975

Exports f.o.b. Imports c. i. f.

Value Percent88e change :t'r0lll Value Percent88e change :t'r0lllCountry and country (millions (millions
groupings of preceding year of preceding year

dollars) dollars)
1970 1971 i972 1973 1974 1975 1970 1971 1972 1973 1974 1975

Developed market economies 226 192 11.9 18.8 36.7 33.2 6.5 238 139 11.4 18.4 37.7 42.4 0.5
Industrial countries 210353 12.0 18.3 36.4 33.9 6.6 213 739 11.6 19.2 37.4 41.0 0.5

Major industrial countries 164 168 12.0 17.3 35.3 34.9 6.6 161 227 11.8 20.4 36.5 42.7 -1.0
Canada 16 747 9.7 15.2 24.8 30.5 -1.9 14 355 15.9 21.1 23.7 39.0 5.1
France 18098 15.0 27~1 38.6 26.8 13.9 19 132 11.5 26.6 39.7 40.3 2.0
Germany. Federal

17.6Republic of 34192 14.2 19.7 44.6 32.1 1.0 29817 15.2 36.0 26.8 7.7
Italy 13206 14.5 23.1 19.4 36.1 15.1 14·969 6.8 20.9 43.9 47.2 -6.3
Japan 19 318 24.3 19.0 29.3 50.2 0.5 18881 4.4 19.0 03.4 62.0 -6.9
United KingdOlll 19383 15.5 8.8 25.4 27.3 13.5 21644 10.4 16.4 39.6 40.4 -1.8
United states of America 43224 2.1 12.8 43.4 38.1 9.3 42 429 13.9 21.8 25.0 46.8 -4.3

other industrial countries 46 185 11.8 22.1 40.2 30.9 6.5 52 512 11.0 15.7 40.4 35.3 5.2
I

Austria 2 857 11.0 22.4 36.2 35.4 5.0 3 549 18.2 24.3 36.5 26.7 4.1
~
I Belgium 11 600 9.7 26.9 39.2 26.0 1.7 11 412 13.0 20.1 42.5 35.3 2.7

Denmark 3 356 9.9 19.7 41.5 23.5 12.9 4407 4.7 9.9 53.9 27.2 4.4
Finland 2 306 2.2 23.2 32.0 43.9 -0.3 2 636 6.1 12.6 37.4 58.1 11.5
Netherlands 11 774 18.4 20.5 43.3 36.4 6.8 13 426 14.8 13.7 41.3 36.1 5.6
Norway 2 455 4.2 28.3 44.0 32.9 14.7 3 702 10.3 7.0 43.8 33.9 15.4
Sweden 6 795 10.1 17.3 39.1 30.4 9.,6 7 007 1.1 14.5 31.0 48.9 14.2
Switzerland 5042 13.4 19.7 39.2 25.3 8.5 6373 12.8 17.8 37.2 24.3 -7.9

others 15 839 11.1 25.3 41.0 23.7 5.5 24400 9.7 10.8 40.6 55.5 0.8
Australia 4 770 9.3 24.0 47.9 15.3 7.7 5 055 3.3 -1.7 49.6 61.3 -10.4
Cyprus 107 8.4 15.5 29.1 -12.1 238 10.5 20.5 42.3 -9.8 -24.3
Greece 643 3.1 31.4 67.2 39.4 12.2 1 958 7.2 11.9 48.1 26.1 21.3
Iceland 147 2.0 26.0 53.4 14.5 -7.8 157 33.8 10.0 55.4 44.3 -10.8
Ireland 1 120 17.7 21.9 32.9 24.3 19.8 1 622 13.2 14.8 32.6 36.4 -1.2
Malta 39 17.9 47.8 44.1 36.7 22.4 161 9.3 35.8 51.0 3.4
New Zealand 1 223 11.3 31.7 45.0 -6.4 -11.3 1 245 8.3 12.9 43.2 67.6 -13.7
Portugal 950 12.9 21.8 42.5 23.5 -15.7 1 583 17.6 20.8 36.5 52.5 -18.0
South A:t'rica 2 186 1.1 21.8 32.2 40.0 8.1 3 843 13.6 -9·5 30.8 52.5 5.3
Spain 2 386 24.1 28.9 36.2 36.4 8.5 4 716 5.5 37.3 41.6 59.5 5.4
Turkey 589 14.9 30.3 49.3 16.3 -8.6 948 23.5 33.0 33.9 81.1 25.4
Yugoslavia 1 679 7.9 23.5 27.5 33.4 7.0 2 874 13.4 -0.8 39.5 67.2 2.1

Source: Centre for Development Planning. Projections and Policies of the United Nations Secretariat, based on International
Monetary Fund, International Financial statistics (Washington, D. C. ).



Table I-18. Developed market economies: balance of interna.tional
p~ents. 1970-1975

(Millioll.$ ot dollars)

Country group and ite~.1 1970 1911 1912 1913 1914 1975

Industrial countries

Trade balance 12 171 13 520 11 528 11 917 -11 388 19 107
Current account balance 12 952 16 250 14 851 18 735 -4 720 21 449
Basic balance 802 1 596 -1 456 -4 043 -30 243 -12 218

Major industrial countries:
Trade balance 15 743 16 940 12 725 13 704 -4 986 23 984
Current account balance 13 545 16 123 11 654 14 704 -3 999 21 177
Basic balance 2 051 2 614 -102 -3 697 -29 324 -10 404

Canada:
Trade balance 2 888 2 410 1 625 2 722 1 557 -791
Current ac count balance 948 226 -692 -54. -1 772 -4 970
Basic balance 1 710 180 1 155 388 -625 -1 426

France:
Trade balance 726 1 109 1 299 776 -3 859 1 892
Current account balance 516 992 1 030 -57 -4 819 1 347
Basic balance 660 535 -351 -2 931 -6 123 -909

Italy:
Trade balance -241 580 817 -3 959 -8 473 -1 137
Current ac count balance i 424 2 862 3 233 -1 177 -6 614 -882
Basic balance 2 140 2 823 2 573 1 488 -4 582 167

Germany, Federal Republic of:
Trade balance 5 868 6 630 8 167 15 215 21 940 17 119
Current account balance 1 149 1 455 2 778 6 744 12 511 1 403
Basic balance -77 2 214 5 648 9 269 7491 -2 963

Japan:
Trade balance 3 963 7 788 8 971 3 686 1 436 5 029
Current account balance 2 146 6 016 6 952 14 -4 491 -419
Basic balance 506 4 839 3 607 -8 589 -8 288 -760

Unit ed Kingdom:
Trade balance -64 690 -1 745 -5 687 -12 309 -7 173
Current account balance 2 182 3 077 872 -1 153 -7 783 -3 113
Basic balance 860 2 304 -2 046 -2 942 -5 910 -5 944

United States of America:
Trade balance 2 603 -2 267 -6409 951 -5 278 9 045
Current account balance 4 580 1 495 -2 519 10 327 8 969 21 811
Basic balance -3 742 -10 821 -11 288 -380 -11 287 1 431

Other industrial countries

Trade balance -3 572 .;3 420 -1 201. -1 785 -6 398 -4 881
Current account balance -593 127 3197 4 031 -721 272
Basic balance -1 255 -1 078 -754 -346 -919 -1 814
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Table 1-18 (continued)

Country group and iterr~.1 1970 1971 1972 1973 1974 1975

Other industrial countries
(contimled)

Austria:
Trade balance -591 -817 -1 155 -1 506 -1 429 -1 402
Current account balance -6 -81 -160 -305 -472 -319
Basic balance 12 -99 -84 -535 -83 739

Belgium and Luxembourg:
Trad.e balance 719 772 1 029 1 223 878 619
Current account bala.nce 1 018 1 155 1 458 1 746 1 461 1 772
Basic balance 383 540 552 736 726 676

Denmark:
Trade balance -760 -711 -431 -1 135 -1 788 -1 273
Current account balance -510 -315 2 -708 -1 180 -619
Basic balance -433 -118 209 -266 -747 -309

Finland:
Trade balance -177 -275 -55 -248 -888 -1 607
Current account balance -232 -335 -126 -371 -1 192 -2 133
Basic balance -158 40 209 -273 -956 -858

Netherlands:
Trade balance -905 -605 438 959 669 879
Current account balance -555 -112 1 302 2 178 2 080 1 924
Basic balance 93 410 409 619 883 444

Norwa:y:
-1 548Trade balance -1 155 -1 440 -1 010 -2 338 -2 910

Current account balance -201 -467 -6 -273 -1 124 -2 416
Basic balance -110 -160 233 509 -131

Sweden:
Trade balance 318 903 1 252 2 156 607 740
Current account balance -219 301 438 1 360 -604 •••
Basic balance -165 172 377 1 337 -656

Switzer1a.nd:
Trade balance -1 021 -1 181 -1 269 -1 686 -2 109 73
Current account balance 112 101 289 404 310 3 137
Basic b8.lance -877 -1 859 -2 667 -2 476 -483 -1 481

Other'developed market economies

Trade balance -4 836 -5 211 -2 82;1. -4 459 -18 008 -17 112
Current account balance -2 960 -2 040 1 666 2 493 -13 079 -12 198
Basic balance 395' , 2 766 5 857 3 491 -6 335 -4 996

Australia:
Trade balance 518 598 2 006 2 786 99 2 057
Current account baaance -690 -686 616 796 -2 162 -187
Basic balance 194 1 004 1 737 -209 -1 785 -254
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Table I-18 (continued)

Country group and ite~ 1910 1911 1972 1973 1974 1975

Other developed market economies
(continued)

Iceland:
Trade balance 3 -50 -24 -35 -147 -134
Current account balance 7 -44 -19 -27 -154 -139
Basic balance 7 9 4 10 -61 1

Ireland:
Trade balance -432 -440 -378 -521 -1 071
Current account balance -188 -186 -128 -294 -853
Basic balance -39 192 -114 48 11 ...

Greece:
Trade balance -891 -1 098 -1 326 -2 355 -2 351 -2 364
Current account balance -406 -366 -404 -1 184 -1 245 -1 012
Basic balance -126 -35 283 -350 -481 -157

New Zealand:
Trade balance 221 290 521 572 -486 -163
Current account balance -32 43 245 210 -1 129 -1 393
Basic balance 14 102 321 135 -581 -421

Portugal:
Trade balance -134 -902 -1 989 -1 608
Current account ba1ance 354 341 -824 -106
Basic balance 258 205 -551 -894

South Africa:
Trade balance -451 -605 691 1110 98 -691
Current account balance -1 234 -1 419 -56 48 -1 392 -2 305
Basic balance -481 -541 653 224 -314 -1 086

Spain:
Trade balance -1 814 -1 599 -2 316 -3 504 -7 044 -7 219
Current account balance 19 861 581 551 -3 116 -3 458
Basic balance 141 1 355 1 504 1 309 -1 649 -1 652

Turkey:
Trade balance -262 -319 -522 -560 -1 830 -2 817
Current account balance -83 -45 109 604 -642 -1 816
Basic balance 153 269 315 951 -426 ...1 359

Yugoslavia:
Trade balance -958 -1 111 -721 -1 284 -3 Q92 -3 015
Current account balance -349 -358 416 486 -1 202 -958
Basic balance -152 180 903 1 092 -117 ":'106

Total developed market economies

Trade balance 1 335 8 303 8 107 1'458 -29 396 1 995
Current account ba1ance 9 992 14 210 16 511 21 228 -11 799 9 251
Basic balance 1 191 4 362 4 401 -552 -36 578 -17 214
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Table I-18 (continued)

Country group and i tem!l

Reference item

1910 1971 1972 1973 1974 1975

Developing countries

Oil-exporting countries:Bf
Trade balance
Current account balance
Bas ic balance

Other developing countries:
Trade balance
Current account balance
Basic balance

6 121 10 404 10 942 19 059 83 227 51 504
12 1 617 2 792 6 206 61 530 34 821

1 350 3 750 3 659 5 541 48 890 22 566

-5 520 -8 648 -6 960 -6 907 -23 129 -30 243
-8 368 -11 040 -9 098 -9 930 -29 091 -31 714

-147 -1 172 4 819 10 612 -3 618 -6 146

Source: Centre for Development Planning, Projections and Policies of the United Nations
Secretariat, based on International Monetary Fund, International Financial Statistics.

al Balances are defined as follon: the trade balance as exports f. a •b. minus imports
f.o.b:-; the current account balance as the balance on goods, services and private unrequited
transfers; and the basic balance as the balance on the current account, government 1inrequited
transfers and long-term capital.

bl Algeria, Indonesia, Iran, Iraq, Libyan Arab Republic, Nigeria, Saudi Arabia and
Venezuela.
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Table I-19. Developed market econnmies: borrowing on the international market, 1973-1975
(Millions of dollars)

1973 1974 1975
International Eurocurrency International Eurocurrency International Eurocurrency

Country bonds credits Total bonds credits Total bonds credits Total

Industrial countries 5 034 10 651 15 685 5 405 15 163 20 569 13 739 3 733 17472
Major industrial countries 4 074 9 294 13 369 4 006 13 155 17 160 9 517 2 156 11 672

Canada. . . 1 210 51 1 261 2 402 75 2477 4 582 101 4 683
France. · . 103 63 166 674 3304 3 978 1 850 546 2397
Germany, Federal Republic of 56 56 136 9 146 227 227
Italy .. 25 4 713 4 738 50 2 240 2 290 61 105 166
Japan · . 49 150 199 249 191 439 1 626 350 1 976
United Kingdom • 1313 3 070 4 383 305 5 897 6 202 714 560 1275
United States of America 1318 1 248 2 565 190 1 439 1 629 456 494 950

other industrial countries 960 1357 2 317 1 400 2 009 3 409 4 223 1577 5800
Austria 177 30 207 496 185 681 858 350 1 20B
Denmark . 160 243 403 125 394 519 213 341 554
Finland 148 424 572 81 309 389 375 343 718
Luxembourg • 65 65

I Netherlands 160 252 412 478 558 1036 685 76 760co
VI "Norway ••• 105 200 305 84 365 449 929 192 1 120I

Sweden . 145 99 244 125 189 313 997 275 1212
Switzerland loB 108 12 10 22 168 168

other developed lIRrket economies 575 J. 905 2 479 507 3 918 4 426 1835 2307 4 142

74 74 147 127 274 688 32 720
Iceland . . 20 20 24 33 56 25 45 70
Ireland 138 138 134 321 455 73 3,8 410
Greece • J.5 600 615 438 438 239 239
New Zealand 33 490 523 521 113 634
Portugal . 10 10 17 165 182 34 34
South Africa 171 498 669 50 626 676 393 333 726
Spain .. 88 467 555 25 1 169 1 194 117 931 J. 048
Turkey • . 20 20 170 170
Yugoslavia • 30 235 265 52 549 601 73 73

Total developed market
economies · . .. 5 609 12 555 18 164 5 913 19 oB2 24 994 15 574 6 040 21 614

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on information furnished by the
International Bank for Reconstruction and DeveJ.opment, Washington, D. C.



Table 1-20. Developed market economies: change in international
.reserves, !I 1970~1975

Change from preceding year
(millions of dollars)

Ratio of reserves to
imports bl

(percentage)Count:ry and
count:ry groups

Industrial countries

Major industrial
countries

Canada •
France ••••
Germany, Federal

Republic of
Italy •
Japan
United Kingdom
United States

of America •

Other industrial
countries

Austria ••
Belgium and

Luxembourg
Denmark
Finland
Netherlands
Norway •
Sweden •
Switzerland

Other developed ~arket

economies

Australia
Greece ••
Iceland
Ireland
New Zealand
Portugal ••
South Africa
Spain
Turkey. •
Yugoslavia •

Total developed market
economies ••

Other than United
States of America

Other than United
Kingdom and United
States of America

1970
(millions

of
dollars)

66 244

50 755

4 679
4 960

13 610
5 352
4 840
2 827

14 487

15 489

1 751

2 847
484
460

3 241
813
761

5 132

7 916

1 693
310

54
697
258

1 504
1 012
1 817

431
140

74 160

59 673

56 846

1971

30 815

26 058

1 022
3 293

5 047
1 468

10 520
6 005

-1 297

4 757

592

626
238
222
555
341
349

1 834

4 380

1 623
215
16

298
235
441

-301
1 451

330
72

35 195

36 492

30 48'7

1972

9 450

6 284

349
1 762

5 128
-735

3 005
-3 185

-40

3 166

375

397
133

45
989
171
465
591

7 668

2 825
507
14

131
340
367
579

1 746
640
519

17 118

17 158

20 343

1973

8 095

4 199

51
-1 889

9 090
652

-5 940
797

1 438

3 896

42

909
166
-79

1 218
463
713
464

2 415

-672
-84
16

-80
35

363
125

1 456
855
401

10 510

9 072

8 275

1974

5 905

3 226

-276
726

-477
204

1 094
495

1 470

2 669

670

566
-86
-14
954
141

-552
990

-2 328

-1 200
-12
-52
221

-228
-321
-256

15
-395
-100

3 577

2 107

1 612

1975

1 809

-2 648

-499
3 741

-1 364
-2 167

-704
-1 480

-175

4 457

1 009

452
-58

-164
152
308

1 341
1 417

-3 082

-1 013
-5
-1

265
-212
-820

57
-395
-797
-161

-1 273

-1 098

382

1970

31.0

31.5

32.6
26.0

45.6
35.8
25.6
13.0

34.1

29.5

49.3

24.9
11.0
17.5
24.1
22.0
10.9
80.5

33.0

33.5
15.8
34.4
43.0
20.7
94.6
26.3
38.5
45.5
4.9

31.2

30.5

1973

29.3

29.5

24.5
21.5

59.9
24.2
32.4
16.6

19.8

28.9

38.8

21.6
13.1
15.0
24.3
28.4
21.5
69.0

71.2
27.3
27.9
37.4
39.8
87.1
27.4
67.5

108.1
25.0

31.7

34.2

36.3

1975

22.1

21.0

14.7
23.3

41.4
12.4
22.2
10.1

15.4

25.6

47.3

18.9
8.5
6.2

20.0
23.0
17.0
78.4

26.3

29.3
17.5
10.2
40.7
13.6
40.0
14.7
37.4
22.5
11.6

22.6

24.0

25.6

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on International Moneta:ry Fund"International Financial Statistics (Washington, D.C.).

al Gold, convertible foreign exchange, SDR and reserve position in the International Moneta:ry Fund.
Gold Is valued throughout at SDR 35 per ounce, which is equivalent to $35 for the 1970 figures, $38 for the
1971 and 1972 figures, $42.22 for those of 1973, $42.85 for those of 1974, and $40.97 for those of 1975.

E! International reserves, end of year, as percentage of imports in the same year.
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Table 1-21. Developed market economies: composition of
international reserves, end-1975

Total reserves~-I Percentage of reserves
consisting of

Country and country
group

[ndustrial countries

Major countries

Canada .
France .
Germany, Federal

Republic of
Italy .
Japan .
United Kingdom
United States

of America ..

Other industrial
countries

Austria
Belgium and

Luxembourg
Denmark
Finland
Netherlands
Norway •..
Sweden ....
Switzerland

~her developed market
economies ..

Australia
Greece .
Iceland
Ireland
New Zealand
Portugal ..
South Africa
Spain
Turkey ..
Yugoslavia

~tal developed market
economies •..•

Millions
of

dollars

122 318

87 884

5 326
12 593

31 034
4 774

12 815
5 459

15 883

34 434

4 439

5 797
877
470

7 109
2 237
3 077

10 428

16 969

3 256
931

47
1 532

428
1 534
1 216
6 690
1 064

871

139 287

Percentage
of 1975
imports

22.1

21.0

14.7
23.3

41.4
12.4
22.2
10.1

15.4

25.6

47.3

18.9
8.5
6.2

20.0
23.0
17.0
78.4

26.3

29.3
17.5
10.2
40.7
13.6
40.0
14.7
37.4
22.5
11.6

22.6

Gold

28.5

16.9
32.8

15.5
70.8
6.7

15.7

70.9

25.0

19.3

29.8
8.4
7.2

31.3
1.8
7.7

32.7

18.4

9.3
16.0

2.6
1.2
0.2

74.1
59.8
9.6

13.7
6.9

Foreign
exchange

57.7

55.5

60.5
59.1

73.0
27.2
82.9
62.8

0.5

63.3

73.7

45.8
72.4
76.4
47.8
87.7
84.6
66.4

77 .5

81.3
81.8
85.1
92.6
99.5
25.4
36.0
88.1
83.3
89.2

60.1

SDR

6.7

7.2

10.4
2.3

5.5
2.0
4.1

14.9

14.7

5.3

2.3

12.4
11.0
16.4
8.6
4.7
4.1

2.7

3.4
2.3

11.9
3.1
0.2
0.5
4.2
2.3
3.0
3.9

6.2

Position
in 1MF

7.5

12.2
5.8

6.0

6.3
6.5

13.9

6.3

4.7

11.9
8.2

12.3
5.9
3.6
0.9

1.4

6.0

3.0

6.5

(Source and foot-note on following page)
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(source and foot-note to table 1·"·2])

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat. based on International Monetary Fund, International
!inancial Statistic~ (Washington, D.C.).

al Gold, convertible foreign exchange, SDR and reserve position in the
Intoernational Monetary Fund. Gold is valued at $40.97 per ounce. SDR is equal to
$1.17.
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Table I-22. Developed market economies: structure of energy production. 1960-1914

Percentage. of total energy production

1960 1913 1914

Natural Hydro and Natural Hydro and Natural Hydro and
Country Solid Liquid gas nuclear Solid Liquid gas nuclear Solid Liquid gas nuclear

North America • • 21 40 32 2 23 31 38 3 24 36 37 3

Canada · . . 11 49 24 11 6 51 34 9 7 49 35 10
United States

of America · . . . 21 39 32 1 25 36 38 2 26 35 37 2

Western Europe · . . . 88 4 3 5 55 6 31 9 51 6 35 9

Austria • · . . . 31 36 19 14 17 35 28 22 17 30 27 26
BelgiUm •• . . . . . 99 1 91 2 1 91 2 1
Denmark. 100 91 3 98 2

I Finland •• 6 94 2 98 2 98co
-:J France · . 83 5 6 1 57 7 21 16 54 6 22 19I

Ge1'Jll8DY. Federal
Republic 0'1 • • 94 4 1 1 11 6 15 2 11 5 16 2

Greece · . . 94 1 94 6 94 6
Ireland ••• 94 6 95 5 94 6
ItalY' •••• · . . . 6 16 lt6 32 2 6 13 20 2 6 13 20
Netherlands • 19 18 3 2 2 96 1 2 91
Norway · . 10 90 4 20 11 4 20 76
Portugal . . . . . . 51 43 20 80 19 81
Spain • 88 1 12 67 1 26 61 15 24
Sweden · . 6 4 91 100 - 100
TurkeY' 86 11 3 53 45 3 55 42 3
United Kingdom 100 15 22 2 68 29 3
Yugoslavia . . . 85 10 1 5 65 20 7 8 64 19 7 10

other developed market
economies • • · . . . 92 1 1 7 73 15 5 7 73 15 5 1

Australia •• 98 2 63 30 5 2 64 29 6 2
Japan ••••• 85 1 2 12 59 3 10 28 56 3 10 31
New Zealand • · . . . 76 24 42 5 8 44 43 5 9 43
South Af'rica 100 100 100

Source: Centre for Development Planning. Projections and Policies of the United Nations Secretariat, based on World Energy
SUpplies, 1950-1974 (United Nations publication, Sales No. E.76.XVII.5).



Table 1-23. D~v~~o~ed market economies: production of solid
fuels, 1950-1975

_._"---.-._".- ---. --- .._-~- ._.", ._.. - - ~_._._-_._._._---.- -------,

Prwduction in 1973 Index~ (1973 = 100)
Country (millions of tons

coal-equivalent) 1950 1960 1970 1974 1975

North America • • • .. • .. • " " • 522.4 95 73 102 102 111

Canada • · • .. .. .. • .. • • .. • 18.. 0 89 48 71 103 129
United States of America • • .. 534.4 95 73 103 102 110

Western Europe • • • .. • .. .. • • 346.5 141 145 112 93 98

Austria · • • • • .. • • • • • • 1.8 129 172 101 100 95
Belgium • • • • · • • .. .• .. .. .. 8.8 309 254 129 92 85
Finland • • .. .. • · • • • • .. • 0.. 2 142 175 88 113 125
France • · • • • • • • • • • • 27.8 187 206 142 91 87
Germany, Federal Republic of 133.2 113 130 108 100 97
Greece · • • • • • • • • • .. • 4.3 1 19 59 106 137
Ireland • • · • • .. • • • .. .. • 2.0 89 98 135 99 103
Italy • • • • • .. • • • • • • · 0.5 260 214 168 89 94
Netherlands • • • • • .. · • .. " 1.7 715 726 252 44 33
Norway • · · · • • • • • .. • .. 0.. 4 88 98 112 106 96
Portugal .. • · • • • .. .. .. .. • 0.. 2 211 232 123 104 95
Spain · • • .. • • • .. .. .. • • • 11.5 102 128 104 103 III
Turkey .. .. • · .. · • .. • .. • • 6.. 3 49 67 94 107 109
United Kingdom • • • • • • • • 131.5 167 150 III 84 97
Yugoslavia · • · • • • • • • • 16.5 43 ':3 88 -:'u4 ~C9

Other developed market economies 150.4 58 79 99 103 109

Australia · • • • • • .. • .. .. • 63.6 30 42 84 105 114
Japan · .. · • • • • • .. .. .. • .. 22.4 173 230 177 91 85
New Zealand • • • • • · • • • · 1.8 119 129 97 71 102
South Africa • • • .. • • • .. • 62.5 42 61 88 104 113

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on World Energy Supplies. 1950-1974 (United
Natione pUblication, Sales N~. E.76.XVII.5).

~I Based on coal-equivalent of total solid fuel production.
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Table I-24. Developed market economies: production of liquid
and gaseous fuels. 1960-1975

Production
in 1973

(millions of tons
coal-equivalent) Index (1973 = 100)

Liquid Natural Liquid fuels Natural gas
fuels gas 1960 1974 1975 1960 1974 1975

North America 911.6 919.7 66 95 91 53 96 92

Canada 147.7 100.1 26 94 85 19 98 115
United States

of America 763.9 819.7 74 96 92 56 95 90

Western Europe 35.0 194.3 67 102 140 8 114 114

Austria • 3.8 3.0 95 87 80 65 97 102
Belgium • · 0.1 131 114 46
Denmark 0.1 130 174
France 3.2 10.1 105 92 98 38 101 97
Germany, Federal

Republic of 9.8 26.1 84 93 87 5 104 101

Italy. · · 1.6 20.4 17 100 100 42 100 91
Netherlands · 2.3 94.3 124 98 96 1 118 127
Norway 2.3 108 584
Spain. · · · 1.1 8 260 228
Turkey 5.3 10 95 86

United Kingdom 0.6 38.4 36 III 244 121 110
Yugoslavia 4.9 1.8 28 103 110 4 109 117

Other developed
market economie~ 31.5 9.7 3 99 105 11 108 115

Australia. 30.2 5.5 99 105 114 123
Japan . · · · 1.1 3.9 74 96 87 28 98 104
New Zealand . 0.2 0.4 105 109 114 122

Source: Centre for Development Planning, Projections and Policies of the United----
Nations Secretariat. based on World Energy Supplies. 1950-1974 (United Nations
Publication. Sales No. E.76.XVII.5).
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Table 1-.25. United Kingdom: sources of imports, 1970-1975

Millions
of Percentage of imports in

dollars
19758:}Import category and source 1970 1971 1972 1973 1974

Food ~d beverages (0-1)

European Economic Community
of the Six 606.2 13.6 14.7 15.2 26.8 29.9

Denmark and Ireland 789.1 18.0 17.7 16.4 17.0 18.6

Developed Commonwealth ~/ 1 033.2 22.0 20.4 17.5 13.1 10.2

Other developed market economies 1 193.1 22.8 23.8 27.6 20.1 17.4

Centrally planned economies 162.7 2.8 2.5 2.0 1.8 1.5

Asian Commonwealth cJ 260.R 4.5 3.3 3.4 3.3 3.0

Hong Kong 2.8 0.1 0.1 0.1 0.1

Other developing coun+:..Les 876.9 16.2 17.7 17.9 17.8 19.4

Raw materia1f': (~+~)

F~~opean Economic Community
of the Six 240.1 7.4 8.7 9.3 9.4 10.8

Denmark and Ireland 66.5 2.0 2.3 2.4 2.5 2.8

Developed Commonwealth pi 661.6 19.9 19.4 16.7 15.3 14.9

Other developed market economies 1 054.1 33.3 34.5 34.3 34.1 35.2

Centrally planned economies' 246.9 7.4 7.3 7.1 7.3 7.8

Asian Commonwealth ~ 189.0 5.8 5.7 6.6 5.9 5.8

Hong Kong 2.9 0.1 0.1 0.1 0.1 0.1

Other developing countries 551.5 16.7 16.0 16.8 15.7 17.0

Unallocated 260.6 7.3 6.1 6.5 9.7 5.8
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Table 1-25 (continued)

-----------_ .._. - ---- - - - ..

Millions
of Percentage of imports in

dollars ----_.
1975~Import category and source 1970 1971 1972 1973 1974

Fuels (3)

European Economic Community
of the Six 378.3 13.6 15.9 13.9 11.7 15.2

Denmark and Ireland 61.5 2.6 2.1 2.7 3.6 3.0

Developed Commonwealth EI 1.8 1.1 0.9 0.3 0.5 1.3

Other developed market economies 75.7 4.1 4.5 4.6 3.4 3.3

Centrally planned economies 0.9 0.2 0.7 0.5 0.8 1.7

Asian Commonwealth .~ 1.9 0.1 0.1 0.2 0.1

Hong Kong

Other developing countries 1 749.7 78.3 75.8 78.0 79.9 75.4

Manufactures (5-8)

European Economic Community
of the Six 3 018.9 29.7 32.4 32.4 36.2 37.5

Denmark and Ireland 455.2 4.7 4.7 5.8 4.2 4.3

Developed Commonwealth EI 981.9 7.2 5.9 5.0 4.7 4.0

Other developed market economies 4 293.8 37.8 37.6 36.6 36.4 36.1

Centrally planned economies 268.8 2.5 2.4 2.2 2.1 2.1

Asian Commonwealth £! 154.8 1.5 1.4 1.7 1.5 1.8

Hong Kong 290.1 3.2 2.9 2.9 2.3 2.3

Other developing countries 650.6 4.6 3.7 4.4 4.5 4.1

Unallocated 877.7 8.8 9.0 9.0 8.0 7.7
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Table 1-25 (continued)

Millions
of Percentage of imports in

dollars
Import category and source 1970 1971 1972 1973 1974 1975a,

Total (0··9)

European Economic Community
of the Six '-- 4 264.1 21.0 23.8 24.0 26.7 29.4

Denmark and Ireland 1 430.6 7.1 6.9 7.1 6.0 6.4

Developed Commonwealth E.! 2 703.3 11.4 10.0 8.4 6.4 5.6

Other developed market economies 6 621.9 29.5 30.5 31.0 26.8 27.3

Centrally planned economies 681.4 2.9 2.8 2.6 2.4 2.4

Asian Commonwealth £! 611.6 2.6 2.2 2.5 2.0 2.0

Hong Kong 300.3 1.7 1.6 1.6 1.2 1.3

Other developing countries 3 836.7 18.0 16.2 16.6 22.9 20.8

Unallocated 1 273.8 5.9 6.0 6.2 5.5 4.7

?ource: United Nations~ Commodity Trade Statistics, Series D, and
United Kingdom, Overseas Trade Statistics.

~j Preliminary; based in some cases on national source.

p.! Australia. Canada and New Zealand.

£/ Bangladesh, India, Malaysia, Singapore and Sri Lanka, plus Pakistan which
left the Commonwealth on 30 January 1972.
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Table 1-26. DelTelv1Je~ ma.rket t;:,,;vnomy imports f'rom
developing countries~ 1910-1975

Category of imports

Value
(billions of

dollars)
1970

Percentage change from preceding year

Average
1971 1972 1973 1974 1975 1971-1975

Total •..

Excluding fuels .

Food and beverages

Cereals • • .

Raw materials •

Oil-seeds

Fibres

Crude fertilizer

Ores and scrap

Fuels • • • .

Manufactures

Chemicals ••

Machinery and
vehicles

Textiles

Clothing

Iron and steel

Non-ferrous metals

Other metal products

Manufactures other
than non-ferrous
metals • • . •

45.33

30.01

11.12

0.68

9.01

0.55

1.52

0.49

3.05

15.32

9.50

0.61

0.86

1.02

1.20

0.27

3.42

0.07

6.08

11.0

1.5

1.8

15.9

-3.2

-1.3

-8.5

1.4

-5.0

29.8

4.1

12.6

45.9

19.0

37.9

-3.3

-28.5

13.6

22.3

16.4

17.0

13.1

-40.1

8.6

5.1

19.4

2.2

2.1

15.6

29.4

8.6

47.2

31.8

37.5

53.2

2.3

68.0

38.0

47.1

46.9

34.2

70.4

52.5

90.1

24.6

34.3

39.7

47.4

57.3

30.0

76.3

64.2

52.2

47.2

52.0

55.6

92.2

29.9

20.2

75.4

35.2

33.5

22.1

142.8

43.0

188.5

34.7

64.8

43.9

20.3

29.6

59.7

50.0

71.9

31.2

-5.5

-9.2

3.5

-32.2

-18.7

.-2.3

-24.0

-15.3

-8.1

-3.0

-13.4

-11.1

-4.0

-25.5

10.4

-23.7

-37.2

-19.0

-7.0

32.3

17.2

14.5

17.9

14.9

25.0

6.7

33.1

14.3

55.7

22.4

21.0

41.9

21.9

33.5

26.6

7.7

38.0

28.6

.:?-o~: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat~ based on data supplied by the Statistical Office of
the United Nations.
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Table I-27. Developed market economies: imports of textiles
from developing countries, 1970-1975

Fibres ~ Textiles bj Clothing £.!

United United United
States States States

of of of
Year and item EEC America Japan EEC America Japan EEC America Jape

Value (millions
_c~of .doll~!.~)

1970 748 63 452 409 335 81 341 650 51

1971 . 656 42 435 501 394 100 488 911 72

1972 737 56 541 654 509 165 721 1 192 91

1973 1 017 60 583 1 027 576 559 1 180 1 464 416

1974 . . . . 1 225 79 686 1 290 737 414 1 618 1 712 570

1975 · . 1 004 59 463 1 235 494 323 2 055 1 991 347

Structure
-- (percentage

of combined
yal~) 9J

1970 · 49.9 6.0 77.4 27.3 32.0 13.9 22.8 62.0 8.7

1971 . 39.9 3.1 71.7 30.4 29.3 16.4 29.7 67.6 11.9

1972 · 34.8 3.2 67.9 31.0 29.0 20.7 34.2 67.8 11.4

1973 · 31.5 2.9 37.4 31.9 27.4 35.9 36.6 69.7 26.7

1974 29.6 3.1 41.1 31.2 29.2 24.8 39.1 67.7 34.1

1975 · 23.4 2.3 40.9 28.8 19.4 28.5 47.8 78.3 30.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data supplied by the Statistical Office of
the United Nations.

~/ SITC 26.

b/ SITC 65.

~./ SITC 84.

~ Sum of SITC 26, 65 and 84.
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Table I-28. Developed market economies: imports of ores~

metals and metal products~ 1970-1975'

Value Structure
Group and inporting (millions of dollars) (percentage of combined values)

coun:tries 1971 1975 1971' 1972 1973 1974 1975

Ores and scraps ~I

Developed market
economies · · · · · 2 895 5 421 41.8 37.8 34.5 33.6 31.5

EEC • · · · · 977 1 960 34.5 3~.1 32.9 32.5 36.0
United States of

America. · · · · · 479 987 27.2 19.0 15.9 15.2 20.1
Japan . · · · · · · · 1 208 1 980 71.4 67.2 61.6 62.0 67.0

Non-ferrous metals ~I

Developed market
economies · 2 444 3 516 35.3 32.0 31.8 32.5 24.1

EEC . · · · · · · · · 1 411 2 033 52.0 47.1 41.0 50.3 37.3
United States of

America • · · 387 698 22.0 18.0 11.4 19.2 14.1
Japan · · · · · 386 499 22.8 25.5 21.5 25.3 16.9

Iron and steel £!
Developed market

economies · 263 123 3.8 5.1 5.0 5.4 5.0
EEC • · · · · 81 313 3.1 4.1 4.5 3.8 5.1
Uni ted States of

America . · 129 290 1.3 9.3 1.3 9.3 6.1
Japan 21 50 1.6 ,1.1 2.1 1.1 1.1

Machinery and metal
products §j

Developed market
economies · 1 322 4 144 19.1 25.1 28.1 28.5 32.8

EEC • · · · · · · · · 294 1 139 10.4 12.1 15.6 13.4 20.9
United States of

America • · · 767 2 782 43.5 53.1 59.5 56.3 58.5
Japan. · · · · 71 421 4.2 6.2 8.8 11.0 14.4

Total, above

Developed market
economies · 6 924 14 410 100 100 100 100 100

EEC · · · · · 2 829 5 445 100 100 100 100 100
United States of

America • 1 762 4 751 100 100 100 100 100
Japan. · · · 1 692 2 956 100 100 100 100 100

Source: Centre for Development Plal'lning, Projections and Policies of the
United Nations Secretariat, based on data supplied by the Statistical Office of the
United Nations.

~ SITC 28.
Pi SITC 68.
£./ SITC 67.
dl SITC 691-5, 698, 1 and 812.
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'fable I-·29. Developed. market economies: dirltribution of imports
from develoninp countries, 1971·1,,75

--_._-.
Share of develoned market economy impot"ts fro!!!. developin!': countries coming to

EEC United States of America .Ta.E.~_____

Category of' imports 1971 1972 1973 1974 1975 1971__.12J2 1973 1974 1975 1971 191s-J:.9~L.1c974 _ 1975_.

Total 47 46 45 43 43 23 24 23 24 25 17 17 19 20 20

Food and beverages 44 44 45 40 42 32 31 28 31 27 10 10 11 13 16

Cereals 52 55 59 47 47 1 1 211 25 20 2h 31

Raw materials 43 44 45 44 46 13 13 11 13 15 31 29 32 29 25

Oil-seeds 60 62 68 72 72 8 6 5 2 1 16 12 15 10 8
Fibres 47 44 49 48 52 3 3 3 3 3 31 33 28 27 24
Crude fertilizer 42 1~4 44 55 54 15 14 13 8 11 20 18 18 15 13
Ores and scrap 34 36 36 35 36 17 16 15 15 18 42 39 41 48 37

Fuels 57 55 52 46 44 12 13 16 20 22 18 19 20 22 22

I.fa.nufactures:

Chemicals 44 37 38 36 38 29 34 27 29 30 6 8 13 15 13
Machinery and

vehicles 22 19 21 17 24 58 69 66 65. 59 6 6 7 8 9
Textiles 41 41 39 41 52 32 32 22 23 21 8 10 21 13 14
Clothing 29 32 34 36 41 55 52 42 38 40 4 4 12 13 7
Iron and steel 33 30 35 26 43 49 58 47 59 40 10 5 10 9 7
Non-ferrous metals 60 56 56 57 57 16 18 17 19 20 16 18 20 17 14
Other metal

.products 27 23 20 16 22 52 58 55 56 57 4 4 11 13 10

Manufactures other
than non-ferrous
metals 31 30 31 29 35 48 51 44 45 44 6 7 13 12 10

Total other than fuel 41 40 41 39 42 30 31 28 29 30 16 15 18 18 16

Source: Centre for development Planning, Projections and Policies of the United Nations Secretariat, based on data
supplJled by the Statistical Office of the United Nations.
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Tab~e 1-30. Composition of imports from developing countries by major industriaJ. countries, ~970-~975

EEC United States of America Japan

VaJ.ue Percentage of imports VaJ.ue Percentage of imports VaJ.ue Percentage of imports
(millions (millions (millions

of from deve~oping countries of from deve~oping countries of from developing countries

dollars) other than fue~ dollars) other than :fue~ dollars) other than fue~

Category of imports ~970 ~971 ~972 ~973 ~974 ~975 1970 ~971 ~972 ~973 ~974 ~975 ~970 ~971 ~972 1973 1974 1975

TotaJ. • .' · 2~ 5~9 ~o 354 7 497

Fue~s • 8 6il ~ 920 2 709
TotaJ. other than

fue~s • ~2 908 ~oo ~oo ~oo 100 100 8434 ].00 ~oo 100 ~OO 100 4 788 100 100 100 100 100

Food and beverages 4 922 39·3 39.2 36.2 31.2 35.~ 3 52~ 39.9 35.7 33.1 31.8 32.0 1 002 23.8 24.7 20.0 22.7 33.9
CereaJ.s • · 380 3.2 1.8 2.2 2.5 1.8 3 o.~ 0.1 ~67 3·9 2.2 1.7 3.0 3·0

Raw materiaJ.s . 3 943 29·9 29.2 30.2 32.8 28.7 ~ 23~ ~.8 ~0.7 ~1.0 ~2·3 ~2·9 2 778 56.7 51.9 48.3 47.8 40.6
Oi~-seeds • · 329 2.6 2.5 3.5 4.0 4.0 46 0.5 0.3 0.4 0.2 o.~ 94 1.8 1.3 1.7 1.3 1.~

Fibres . · . 748 5.2 5.1 4.8 4.6 3.9 63 0.5 0.5 0.4 0.4 0·3 453 9.0 10.1 6.2 5.7 4.7
Crude fertilizer 206 1.7 1.6 1.4 3.5 3·0 74 0.8 0.7 0.6 0.7 0·9 98 2.0 1.7 1.3 2.0 1.8
Ores and scrap ~ 06~ 7.8 7.5 7.0 7.9 7.7 5ll 5·3 4.2 4.~ 4.4 5.4 ~ 224 25.0 21.6 ~8.0 23.8 ~9·9

Manufactures · 3 987 30.2 30·9 33·2 35.6 35.2 3 4~4 43.5 50.4 53·2 53·5 51.7 870 17.8 21.7 30.9 23.8 24.4
ChemicaJ.s • 240 2.4 1.9 1.7 2.2 2.1 192 2.2 2.2 1.8 2·3 2.3 43 0.8 1.~ 1.4 2.0 L8
Machinery and

I
vehic~es ~87 2.2 2.4 3.~ 3·~ 4.2 56~ 8.~ n.4 ~4.6 ~5.2 ~4.5 40 1.4 1.9 2·3 3.~ 3·9

\0 Texti~es · 409 4.0 4.5 4.8 4.9 4.8 335 4.4 4.5 3.9 3.7 2.7 81 2.~ 3·~ 5·9 3.5 3.3.....
I C~othing · 34~ 3.9 5.0 5.5 6.~ 8.0 650 ~O.~ ~0.6 ~o.o 8.6 ll.O 5~ 1.5 1.7 4.4 4.7 3.5

Iron and stee~ ~04 0.7 0.9 1.0 0·9 1.2 73 1.4 2.~ 1.9 2.8 1.6 66 0.6 0.4 0.6 0.7 0.5
Non-ferrous metaJ.s 2 ~42 11.7 9.8 ~o.o 1~.2 7.9 5~3 1~.3 4.0 4.5 5.5 3.8 546 8.0 8 .. 2 8.0 8.~ 5.0
Other metaJ.s

products ~4 0.2 0.2 0.2 0.2 0.2 39 0.4 0.7 0.7 1.0 0.9 3 o.~ O.~ 0.2 0.4 0.3
Manufactures other

than non-ferrous
metaJ.s ~ 845 ~8.5 21.2 23·2 23.3 27·2 2 90~ 39·3 46.l~ 48.8 48.0 47.9 424 9.8 13.5 22.8 20.7 ~9.4

Source: Centre for Development Planning, Projections and Po~icies of the United Nations Secretariat, based on data supp~ied by the StatisticaJ. Office
of the United Nations.



Table 1-31. Developed market economies: composition of net financial Urn.,s to developing countries, 1971-1975

1971 1972 1973 1974 1975 ~/

5 125 14.7

,
'&,

FloVT

Official, bilateral

Official, development
assistance

Other official flOVTS

Donations

Loans • • • ••

Technical assistance

Food aid •••.••

Official, to the multi
lateral agencies ••

Official development
assistance, ., •

Food aid ••••••

Other official flow s

Private, bilateral

Direct investment

Portfolio investment

Guaranteed eA-port
credits. •• •

Millions
of'

dollars

6 258

8ho
351h
3 584

1 629

1 240

1 756

1354

546

402

6500
3 417

761

2 323

Percent
age of
total

44.0

38.8
5.2

21.8

22.2

10.1

7.7

8.4

3.4
2.5

40.3
21.2

4.7

Millions
of

dollars

6 519

1 027

4 225

3 320
1 814

1088

2446

1 921

516

525

7 226
4 089

1 761

1376

Percent
age of
total

42.2

36.5
5.7

23.6

18.6
10.1

6.1

13.7

10.7

2.9

2.9

40.4

22.9
9.8

7.7

Millions
of

dollars

8 865

6971

1 894

4308

4 557
2 232

850

2 782

2 272
420'

510

10 529

6 199
3 319

1011

Percent
age of
total

39.5

31.1

8.4

19.2

20.3

9.7

3.8

12.4

10.1

1.9

2.3

46.9
21.6
Ih.8

4.5

1-'lillions
of

dollars

10370

8 228

2 142

5 289

5 081

2 486

1 066

3 176

3 064
461
112

11 443

5 867

3 517

2 059

Percent
age of
total

41.6

33.0

8~6

21.2

20.4

10.0

4.3

12.7

12.3

1.8

0.4

45.9

23.5

14.1

Millions
of

dollars

12 320

9 790

2 530
6 265

3 525

2 880

3 770

173

18 587 'E.!
8 190

2 948 E.!

Percent
age of
total

35.4

28.1

7.3

18.0

10.1

8.3

11.3

10.8

0.5

53.4 'E.!
23.5

8.5 'E.!

Private, to the multi
lateral agencies

Total
at current prices
at 1970 prices

771

16 125
15 212

4.8

100.0

667

17 884
15 606

3.7

100.0

258

22 434
16 680

1.2

100.0

-70

24, 919
15 458

-0.3

100.0

•.• 'E.! .•• 'E.!

34 850 100.0
18134

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on Organisation for Economic
Co-operation and Development, Development Co-operation, 1974 Reviet., and 1975 Rene'!'T (Paris), and Press Release, "Resources for developing
countries, 1975, and recent trends" {Press!A(76)22) (Paris, 29 June 1976).
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Figure I-I. Exchange rates of the major currencies,
trade weighted against 20 trading
partners, 1971 to April 1976
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Figure I-2. United States of America: selected
indicators of economic development
and policy, 1970-1975
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Figure 1-3. Federal Republic of Germany: selected
indicators of economic development and
policy, 1970-1975
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Figure 1-4. Japan~ selected indicators of economic
developmelrt and policy~ 1970-1975
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Figure 1-5. France: selected indicators of economic
development and policy, 1970-1975
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Figure I-6. Italy; selected indicators of economic
development and policy, 1970-1975
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Figure I-7. United Kingdom: selected indicators of
economic development and policy,
1970-1975
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(Source and foot-notes to figures 1-2 to 1-7: Selected indicators of economic
developments and policy, 1970~1975)

Source: Centre for Developm~nt Planning, Projections and Policies of the
United Nations Secretariat based on International Monetary Fund, International
Financial Statistics (Washington, D.C.); Organisation for Economic Co-operation
and Development, ~lain Economic Indicators, Economic Outlook and Economic Surveys
(Paris), and national sources. _.. .

~ Money supply: currency and deposit money held by the domestic
non-government sector at end of quarter, seasonally adjusted, semi-logarithmic
scale.

£/ Discount rate: percentage per annum as at end of quarter, arithmetic scale.

c/ Budgetary balance: central or federal government budget surplus or deficit
(-) expressed as percentage of gross national product (gross domestic production in
the case of France), arithmetic scale.

d/ Investment ratio: gross fixed capital formation as percentage of gross
national product (gross dom~stic product in the case of France), seasonally adjusted~
arithmetic scale.

e/ Industrial production: index (1970=100), excluding construction (except in
the case of the United Kingdom), seasonally adjusted, semi-lo~arithmic scale.

!/ Current account balance: surplus or deficit (-) of merchandise trade,
services and unrequited transfers expressed as percentage of gross national product
(gross domestic production in the case of France), arithmetic scale.

~/ Consumer prices: index (1970=100) of cost of living, quarterly average,
semi-logarithmic scale.

h/ Unemployment: number of registered unemployed expressed as percentage of
civilian labour force, quarterly average, seasonally adjusted, semi-logarithmic
scale.
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Figure 1-8. Developed market economies: a/ ratio to
gross national product of net transfer of
resources to developing countries b/ and
international development institutions,
1970-1975
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(Source and :fov-t-notes to figure 1-8)

Source: As for table 1-31-

al Countries a~ arranged in descending order of net amount transferred to
developing countries in 1975.

bl Developing countries of Latin America and the Caribbean~ Africa~ and Asia
and the Pacific.
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Chapter II

PROBLEMS AND POLICIES IN THE CENTRALLY PLANNED ECONOMIES

Economic growth in the first half of the Decade

The economic situation in 1975

Output in the European socialist countries continued to increase fairly
rapidly in 1975, though because of the weak performance of the agricultural sector
over-all growth rates were generally somewhat lower than in 1974. Internally
generated aggregate demand, supported by strong investment programmes and rising
consumer incomes, continued to maintain pressure on domestic resources and import
possibilities. In the foreign trade sphere, the situation of most Eastern
European countries was adversely affected by worsening terms of trade and weak
demand in Western markets. The effect of this on the external balance was
accentuated by the fact that regular import requirements were reinforced by the
need for supplementary agricultural imports.

Production

Total output (real net material product) of the Eastern European centrally
planned economies 1/ increased by just over 7 per cent in 1975 compared with
9 per cent in 1974~while Soviet national income grew by 4 per cent, as against
over 5 per cent in 1974 (table II-I).

Industrial output of the group was 8 per cent above the level of the
preceding year. The increase in Eastern Europe (9.2 per cent) was only slightly
below that of the preceding year (9.5 per cent), and well above plan figures in
almost all of these countries. Soviet industrial production also exceeded the
plan target with a 7.5 per cent increase, but was more strongly braked by supply
difficulties connected with the agricultural results of the year, which retarded
growth in the last quarter and also caused the setting of a relatively low target
(4.3 per cent) for 1976 (table 11-2). Industrial labour productivity increased by
between 5 and 10 per cent, in line with recent trends, except in Bulgaria and
Poland where 1975 brought a notable gain (table 11-3).

Agricultural production was seriously affected by adverse weather conditions
during the 1974/75 growing season, which caused a drop of about 1 per cent in the
Eastern European countries and a much sharper decline - 6 per cent - in the USSR
(table 11-4). Unfavourable weather in the fall and winter forced the replanting
of some winter-sown areas in Poland, and in the northern part of central Europe
and the grain belts of the Soviet Union a lengthy drought depressed yields
especially in grain production. In Romania and Hungary, excessive rainfall and
floods during the summer reduced root crop harvests.

In Eastern Europe grain production reached approximately 71 million tons 
some 4 million tons below the 1974 level. Only Bulgaria and Romania registered
increases. The Soviet crop of 140 million tons was down 56 million tons from the

1/ Bulgaria, Czechoslovakia, German Democratic Republic, Hungary, Poland and
Romania.
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preceding year. The sharp downturn upset the pattern of grain distribution in the
area, especially the supply-demand balance for feed grains, and forced a fallback
on to the world market to mitigate the impact on livestock herds. The USSR is
reported to have contracted for imports of 27-30 million tons of grain and Eastern
European countries for another 10 million tons. To protect future meat supplies,
the countries seem anxious to maintain cattle herds: at the end of the year these
were reported fairly steady though most hog herds had been sharply cut.

Final uses and internal balance

In most Eastern European countries investment activity increased at a somewhat
lower rate than in 1974, in accord with the plan, except in Hungary where outlays
increased by 12 per cent, double the planned rate (table 11-5). Soviet investment
spending, however, grew somewhat faster than in the preceding year, and in most
countries investment expanded substantially faster than output. The recent trend
towards tightened central control over investment spending continued in 1975 in
response to concern about excessive dispersion of resources which hampered priority
projects and resulted in over-long gestation periodS.

In general, the growth of money incomes and consumer expenditures appears to
have been slower than in recent years, though in Poland and perhaps also in the
USSR it seems to have been somewhat faster (table 11-6). Except in these two
countries, consumption seems to have increased less than production. In Poland,
where consumer incomes grew especially rapidly in 1975, as in the preceding years,
some imbalances developed, in particular between the structure of food-stuff supply
and the structure of consumer demand.

Over-all, however, internal macro-balance appears to have been fairly well
maintained in the European centrally planned economies during 1975. Though price
levels were probably under pressure - because of world market developments as well
as internal cost changes - most countries decided as a matter of policy to use
fiscal means to maintain price levels unchanged. Only in Hungary and Poland, where
the price system is used to a relatively larger degree as an economic steering
instrument, did consumer price levels increase significantly - by 3 to 4 per cent.

Foreign trade and external balance

In marked contrast to .the contraction of world trade, the volume of the
socialist countries' foreign trade continued to grow in 1975 by roughly
7-9 per cent for exports and 8-12 per cent for imports, somewhat below the trend of
recent years. In current value terms, the export growth of the group slowed, from
25 per cent in 1974 to 16 per cent in 1975, while imports expanded by 26 per cent,
about the same rate as in the preceding year. While exports increased at similar
rates in Eastern Europe and the USSR, import growth slowed down in Eastern Europe
but accelerated in the Soviet Union to more than double the export growth rate
(table II-7).

A marked acceleration in the growth of the value of trade among the socialist
countries in 1975 was caused by the adjustment of trade prices among members of the
Council for Mutual Economic Assistance (CMEA) to world market trends at the
beginning of the year. The adoption of average 1972-1974 world market prices as a
base for intra-group price determination resulted in substantial increases in fuel
and raw material prices, even though these still remained significantly below those
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current in Western markets. 2/ The volume of intra-regional trade probably
increased by 7-9 per cent.

Exports to the market economies generally stagnated in value, though volume
may have risen if other countries shared the Hungarian experience of falling
export prices. 3/ Several Eastern European countries sharply constrained imports
from market eco~mies - both developed and developing - probably for balance-of
payments reasons, while in others imports continued to grow in spite of sluggish
export performance (see table 11-8). For the Eastern European group jointly,
imports from the market economies rose by less than 5 per cent, with a somewhat
higher increase in imports from the developed countries and an absolute drop in
imports from developing economies. Soviet imports, by contrast, increased by an
unprecedented 56 per cent from the developed market economies - probably
reflecting a bunching of deliveries of machinery and equipment imports ordered
earlier as well as the surge of grain imports late in the year - and by 44 per cent
from developing countries.

There was thus a pronounced worsening in the balance of trade of the Eastern
European countries, especially with developed market economies, and a swing from
over-all surplus into over-all deficit for the USSR. 4/ The trade balance of the
Eastern European group reflects the combined impact of slack import demand in
recession-bound Western markets and deteriorating terms of trade of the raw
material-importing countries of the group in the intra-group market after the
adjustment of CMEA foreign trade prices. All countries but Poland and Romania
developed deficits inintra-CMEA trade.. In trade with the industrial market
economies, the cumulated deficits for the 1970s rose from $9 .. 5 billion at the end
of 1974 to $15.5 billion. The Soviet Union, as the main raw material supplier
in the CMEA group, doubled its surplus with other socialist countries, but reduced
the traditional surplus with developing countries to approximate balance and
incurred a record deficit with industrial market economies which raised the
cumulated 1970s deficits from $2.1 to $7.1 billion.

1975

-3.7
1.3

-4.9

USSR
1974

2.5
0.6
0.3
1.6

1973

0.4
-0.5
-1.1
2.0

II-8.Source: See source and foot-note a/ to table

1973 1974 1975

Total ••••••••••••• -1.1 -4.8 -6.0
Centrally planned economies.. 1 .. 2 0 .. 3 -0.5
Developed market economies • -2.5 -5.1 -6.1
Developing economies •• • ... 0.2 0.6

2/ Further price increases, however, are expected in coming years under the
new price formation regime which envisages annual adjustments towards the average
price level on world markets during the immediately preceding five-year period.
Data on the 1975 CMEA trade price changes are available only for Hungary, where
in trade with the rouble area, export prices rose by 15 per cent and import prices
by 26 per cent.

3/ In Hungarian trade with the dollar area, export prices dropped by
7 per-cent and import prices remained unchanged.

4/ Eastern Europe and USSR: trade balance, 1973-1975

(Billions of dollars)

Eastern Europe
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Review of 1971-1975 growth performance

1975 was the last year of a medium-term (five-year) planning period, whose
over-all goals were successfully implemented in most of the countries of the
group. The growth of output lagged against the plan only in the Soviet Union,
where agricultural performance was disappointing in three out of the five years.
By contrast. the combined national income of the Eastern European countries grew
faster than during the preceding quinquennium.

For the 1971-1975 plan period, the centrally planned economies of Eastern
Europe and the USSR had set themselves three over-all guidelines. First, the
gradual transition from extensive economic development to intensive growth was to
be stepped up in an effort to counteract the potential deceleration stemming from
the exhaustion of labour reserves and to raise productivity nearer to the levels
obtaining in the advanced market economies. Secondly, this strategic change was
to be implemented. inter alia. through a more intensive participation in the
international division of labour, both within the region, where closer economic
integration was to be fostered, and with other countries. especially the developed
market economies. Thirdly, a more consumer-oriented policy in the structure of
production and trade and in the growth of incomes was to be an essential
ingredient of the redefined strategy.

In general, the socialist countries achieved these goals despite the world
economic recession. the price explosion on world markets and the adverse climatic
conditions in several years of the period. Though difficulties of preserving
price stability and the need to finance large balance-of-payments deficits emerged
in several of the countries, they succeeded, by and large. in at least temporarily
neutralizing the adverse effects of world market events on the domestic economies,
in maintaining relatively high growth rates and full employment, and in
implementing a more consumer-oriented policy without seribusly disturbing domestic
price stability.

Production

In all the centrally planned economies of Eastern Europe and in the USSR, the
growth of national income (net material product) continued at a rapid pace in
1971-1975 (see table II-I). Compared with the preceding five-year period, there
was a marked acceleration in Eastern Europe, but a slowdown in the USSR. The
over-all targets set in the 1971-1975 plans were exceeded in the Eastern European
region, but were not fully met in the USSR. The net material product of the
region increased by 6.2 per cent a year. as against 7.4 per cent in 1966-1970 and
the 6.7-6.8 per cent plan targets for 1971-1975. While industrial growth
accelerated in almost all countries of the group, in agriculture several
disappointing harvests in the Soviet Union and relatively weak growth in several
other countries affected the over-all performance.

Sharp variations in agriCUltural 6utptit were mainly responsible for
fluctuations in growth performance during the period. National income growth
rates for the region as a whole ranged from 5 to 9 per cent a year. While growth
was relatively steady in Eastern Europe (with rates varying between
7 and 9 per cent), it fluctuated between 4 and 9 per cent in the USSR. High gains
were recorded in the south-eastern European countries and in Poland.

-112-



The growth of industrial output in 1971~1975 surpassed the planned levels in
all countries except BUlgaria and the USSR (see table II-2). As against the
7.5 to 7.8 per cent target, the average annual growth rate in the Eastern European
countries was 8.8 per cent. Industrial expansion was very fast in BUlgaria,
Romania and Poland, but in BUlgaria the high plan target was only barely attained.
In the USSR, the industrial sector expanded by an annual 7.4 per cent, compared
with an 8.0 per cent target.

The output of producer goods grew at a higher rate than the output of
consumer goods in all countries except Hungary, but the difference between the two
narrowed markedly in the German Democratic Republic, Poland and Romania, where the
growth of output of consumer goods accelerated SUbstantially. A slowdown in the
consumer goods sector was observed in Bulgaria and the USSR, reflecting the weak
performance in agriculture whence a SUbstantial proportion of the sector's inputs
originate. In the USSR the five-year plan goal to have the output of consumer
goods expand faster than that of producer goods proved unattainable. 2J

In agricultural production, the Eastern European countries and the USSR had
aimed at annual expansion rates ranging from 2.4 per cent to more than 8 per cent
above the levels achieved in the preceding five-year period (see table II-4). £I
Actual output for the group as a whole was substantially below planned levels,
mainly on account of three disappointing harvests in the USSR but also because of
adverse developments in several Eastern European countries. Floods and excessive
rainfall in south-eastern Europe and extended droughts following upon cold and
snowless winters in the northern part of central Europe and the grain belt of the
Soviet Union resulted in poor crops - especially of grains and roots - in 1972 and
again in 1974 and 1975. On the whole, livestock production was more stable and
softened the impact of low crops on over-all agricultural performance.

In the USSR, the average annual output in 1971-1975 was 13 per cent above
that of the previous quinquennium, equivalent to a growth rate of 2.5 per cent a
year, SUbstantially below the 3.4 per cent growth trend of the preceding decade
and. even further below the 3.7-4.0 target. Because of the disastrous harvest in
the final year, the annual growth from 1970 to 1975 averaged only 0.6 per cent.
The performance of the Eastern European countries was essentially on target with
only Bulgaria experiencing a substantially lower rate of expansion than planned or
attained in the preceding decade. Hungary, with an average growth rate of almost
5 per cent between 1970 and 1975, significantly exceeded both the target rate and
the trend rate of the 1960s.

Responding to weather conditions, year-to-year variations in agricultural
performance were very pronounced. In Romania, the growth in agricultural output
varied from 1 to 19 per cent, averaging an annual rate of 6.3 per cent. In the

5/ In the case of producer goods, .the attained rate of growth (7.8 per cent a
year)-was only fractionally below the planned rate (7.9 per cent), whereas
achievement fell well short of plan in the case of consumer goods - 6.6 per cent a
year against 8.2 per cent. In the 1976-1980 plan, Soviet planners revert to the
traditional relationship between the two sectors, with a 6.6-7.3 annual growth
target for producer goods and 5.4-5.7 per cent growth for consumer goods.

£! Agricultural targets in Czechoslov~kia and Poland are expressed against the
1970 levels.
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USSR, the range was from ~6 to +16 per cent. By contrast. growth in Czechoslovakia
was much more stable though it averaged only 2.6 per cent. Since good harvests in
some countries tended to counterbalance modest or no expansion in others.
agricultural growth in Eastern Europe as a whole was also fairly stable.

Inputs and productivity

In the first half of the 1970s. labour supply began to become a constraint on
the structure of growth even in those centrally planned economies where population
growth was still relatively high. The gradual decline of increments to the
working-age popUlation, the exhaustion of possibilities of increasing the labour
force through mobilization of inactive reserves, especially among women, as
labour-force participation rates approached their natural maximum, and the
decreasing returns from redistribution of the active population, expecially from
agriculture to industry, have been crucial considerations in the pOlicy shifts
sought by these countries. Clearly, continued output growth could be assured only
through an increasing stress on improvement in labour productivity.

In Czechoslovakia, the German Democratic RepUblic and Hungary, the natural
growth of the labour supply had fallen to very low levels by the early 1970s.
vnlile demographic growth of labour resources continued in the other countries.
sectoral shortages as well as difficulties due to the regional distribution of
popUlation had begun to arise, notably in Poland and the USSR. In some countries,
the net availability of labour resources was reduced by social policy measures
entailing decreases in the length of the working day or the work week, lowering of
pension age. and temporary withdrawals for maternity leave or study.

In the high growth countries, a redistribution of the active population in
favour of industry was envisaged and attained. The annual growth in the industrial
labour force ranged between 0.3 per cent in the German Democratic RepUblic and
3.5 per cent in Poland. But in all countries. the main stimulus to output growth
was provided by new capital inputs and gains in labour productivity, especially in
industry.

Planned growth in industrial labour productivity ranged from 4.5 per cent in
Hungary to 7.6 per cent in Bulgaria (table 11-3). Except in Hungary and the USSR,
these rates were similar to those achieved in the preceding medium-term plan. In
Hungary and Poland, the targets were exceeded by a significant margin, and in
Czechoslovakia the planned gain was attained.

Gross fixed investment was increased at an unprecedented rate in Poland and
it expanded substantially faster than planned in Czechoslovakia and Romania also
(see table 11-5). In spite of rather conservative investment plans. with targets
no higher than those attained in the preceding quinquennium, actual performance
changed significantly from year to year as well as from country to country. While
annual increases in labour productivity were fairly stable, investment activity in
1971-1975 fluctuated considerably in all countries, but especially in Hungary,
Poland and Romania. In some years - in Hungary in particular - mandatory
investment curbs had to be enacted in an effort to restore balance in the economy,
especially in the foreign trade sector.

The intensive investment activity did not always result in a comparable
addition to productive capital: acceleration in gross fixed investment waS
usually accompanied by sharply expanding inventories and uncompleted projects.
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Not all the expansion could be channelled into productive use in the short. :cun,
so that a sequence of acceleration and deceleration in investment activity w'as
typical, and very pronounced in the case of Hungary.

Consumption

Only in the German Democratic Republic and Poland did consumption grow more
rapidly in 1971-1975 than in the preceding five years, but targets were exceeded
in Czechoslovakia and Hungary. Except in the German Democratic Republic and the
Soviet Union, the average expansion in accumulation was faster than that in
consumption, so that in Eastern Europe as a whole the share of accumulation in
distributed national income tended to increase. Furthermore, in most cases, as
a result of new or expanded social welfare measures, growth in public consumption
outpaced that in private consumption.

The real growth in personal incomes and private consumption during 1971-1975
was high in nearly all the centrally planned economies, and in some countries,
Poland in particular, it reached unprecedented levels. In all countries except
the USSR, increases in real per capita income and in retail trade surpassed the
;lanned targets by a wide margin. This was especially conspicuous in Poland
(table 11-6). The expansion in disposable income was aChieved largely without
overt price inflation or excessive pressure on the available supply of consumer
goods. In several countries, however, prices had to be sUbsidized on an increasing
scale. In some cases shortages occurred and the authorities resorted to imports
to maintain or to restore balance on consumer markets 9 incurring increased foreign
deficits in the process.

Foreign trade and economic growth

Developments in over-all trade, prices ,and terms of trade

Price instability in world markets, especially in 1973-1974 9 and the downturn
in world trade growth as a result of the recession in the major developed market
economies have not been without effect on the centrally planned economies of
Eastern Europe and the Soviet Union. However 9 in comparison with the impact of
inflation and recession on the trade of the market economies, the socialist
countries demonstrated a remarkable resilience which was reflected in the sustained
growth of their foreign trade.

Over the first half of the decade, the countries of the group increased
exports by 15 per cent annually at current prices and imports by over 18 per cent,
the pace of growth increasing almost continuously from year to year until 1974
(see table 11-7). In 1975, however, the expansion rate was somewhat lower than in
the preceding years as exports to the market economies stagnated and several
countries constrained imports to protect their balance of payments (table 11-8).

Trade value grew substantially faster during the period than in the 1960s,
but most of the acceleration was caused by increasing prices in outside markets
9.nd, in 1975, also in the intra-CMEA market. In 1971-1974 the physical volume 0:'
the Eastern European countries' exports and imports grew at about the same rate as
luring the preceding quinquennium, some 9-10 per cent annually, but it probably
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increased at a significantly lower rate in 1975 (table 11-9). 7/ Several countriE
showed some deceleration in export or import growth as compared to the late 1960s
but Poland 9 and probably also Romania 9 expanded both eJ~orts and ~ even more
pronouncedly - imports at a sUbstantially accelerated pace. In the Soviet Union,
the growth of export volume was about the same as in the preceding plan period,
~ear 10 per cent a year, while import volume growth almost doubled from over
6 per cent a year in 1966-1970 to over 12 per cent in 1971-1974.

Export and import unit values rose for all centrally planned economies in th(
first half of the 1970s, especially in 1973-1974 (see table 11-10). However,
compared with world market price changes 9 the fluctuations in the average foreign
trade prices of the socialist countries were modest, ranging between 2.4 and
6.6 per cent.

On balance, the terms of trade deteriorated for all economies except Poland
and the Soviet Union. In some cases, the terms of trade declined continuously
(Czechoslovakia and Hungary) 9 while in others the adverse effects, especially in
1974, followed and offset favourable developments in earlier years.

In the German Democratic RepUblic and HungarY9 the terms of trade losses
over the five years amounted to about 10 per cent of total exports. The terms of
trade declined less sharply for Czechoslovakia and remained virtually stable for"
Bulgaria. Although Poland's terms of trade improved significantly in 1971-1972,
they declined in 1973-1974, leaving a 2.1 per cent gain for the period as a whole
For the Soviet Union the decline set in only in 1974, leaving an over-all gain fo
1971-1974 of 8.5 per cent.

Changes in the over-all terms of trade were not solely the result of price
changes in non-socialist markets: intra-CMEA contract prices were revised in
1971·,·1972, and though they then remained virtually constant until the end of
for transactions included in the medium-term and annual trade agreements, it is
probable that a portion of the intra-group trade - transactions denominated in
dollars and above-plan deliveries - took place at prices more closely attuned to
current world market fluctuations. §I This suggests that the centrally planned
economies must have experienced substantial changes in terms of trade in
transactions with non-socialist economies and, possibly, in trade with the
socialist economies not members of CD~A. Although data on 1975 are still
incomplete, preliminary evidence suggests that the price increases in intra-CMEA
trade enacted in January 1975 had a negative impact on those countries which
export primarily finished industrial goods and a positive impact on the exporter

JJ Quantum. data for 1975 are available only for Hungary, "Hhere growth "Has
SUbstantially below the average of the preceding four years - 4.8 per cent for
exports and 5.6 per cent for imports, as against 10.6 and 7.7 per cent,
respectively, for 1971-1974. (At current prices, export growth decelerated in
1975 while import growth accelerated against the 1971-1974 average.)

8/ Wider price swings in the dollar-denominated intra-group trade are
indicated by Hungarian data: whereas in 1972-1974 unit values in Hungarian trade
with CMEA countries (all types of transactions) rose by 4 per cent for exports a~

9.2 per cent for imports, in "rOUble area" trade (essentially all of which is wii
CMEA countries), the increases were only 2.4 per cent for export unit values and:
3.3 per cent for import unit values.
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of energy and fuels, raw materials and food-stuffs. 9/ Shifts in WCJ:cld markel;
prices in 1975 probably further reduced the terms of-trade of most centrally
planned economies in commercial relations with non-socialist cOlmt.ries.

Trade dependence of the centrally planned economies

The aim of enlarging participation in world trade is one strategic element
in the centrally planned economies' strategy of more intensive growth. It was
hoped in the late 1960s that the economies would step up foreign trade very rapidly
in consequence of more selective investment pOlicies and the gradual consolidation
and specialization, regionally and world-wide, of the existing economic structures.

Although between 1971 and 1974 trade volume increased faster than domestic
output in all countries of the group, and the degree of trade participation thus
continued to increase, the pace of advance does not seem to have been as high in
most centrally planned economies as it was in the 1960s. This contrasts with
expectations based on the emphasis the socialist countries put on regional
integration efforts during this period, the translation of political detente into
~tronger East-West commercial ties, and the shifts in internal economic policies
in favou£ of a more intensive participation in the international division of
labour.

Direct measurement of trade dependence is prevented for most centrally planned
economies by the lack of data on the value of exports and imports in domestic
currency, but an indirect assessment of changes in the level of trade involvement
can be made through an analysis of the behaviour of the income elasticity of
foreign trade (table II-II). 10/ Export and import elasticities of the socialist
countries for 1960~1974 and v~ous sUbperiods, including the early 1970s, were
above unity in all cases with the exception of Soviet imports during the 1960s,
thus indicating a general increase in trade dependence. The elasticities for the
early 1970s, however, are generally not greater - and in some cases are
significantly smaller - than those prevailing in the 1960s. Only the data for the
USSR indicate a significantly accelerated increase in trade intensity. In the
Eastern European countries, export elasticity declined in several instances,
increasing against the preceding period only in the case of Hungary, while the
import elasticity was markedly above the long-term average for 1960-1974 only in
Bulgaria and Poland.

Except in the German Democratic Republic and Hungary, 1970-1974 import
elasticities SUbstantially surpassed export elasticities. ~10st of the Eastern

9/ In 1975, Hungary's terms of trade with the "rouble area" deteriorated by
9 per cent, and those with the ildollar area" (including dollar-denominated
intra-CMEA trade) by 7 per cent.

10/ An economy's trade dependence rises when a relative increase in economic
activity is associated with a proportionally larger relative increase in trade.
A deepening of trade dependence occurs whenever the ratio of the proportional
increase in trade to that of economic activity - here conveniently identified as
the net material product - is greater than unity. If this ratio is rising over
time, the economy may be said to be accelerating the growth of its trade
dependence.
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European countries clearly did not succeed in accelerating the growth of export
intensit~r, though in some cases the differential between export and import growth
resulted from policy measures, especially in Poland where imports were planned to
rise faster than exports. It is probable that export elasticities were often
lOvTer than expected owing to the slowdown in economic activity in Western markets.
In other cases, it would seem that shifts in domestic wage and income policies
contributed to the lower export profile, while the larger than planned expansion
in production may have required disproportionately larger increases in imports as
supply bottle-necks developed in some sectors.

Shifts in the cormnodity composition of foreign trade

In the aggregate, the commodity composition of exports and imports of the
centrally planned economies changed little during the first half of the 1970s
(table 11-12). Reflecting the domestic development strategies of these economies
and the main direction of their trade, however, the less developed economies
(Bulgaria and Romania in particular) sUbstantially increased the share of finished
industrial products in exports. In the more industrialized economies there was a
significant increase in the share of finished industrial products in imports.
There were few, if any, changes in the commodity composition of the trade of
Hungary and the USSR. In Poland, the share of finished industrial goods increased
in exports as well as in imports.

In Hungary', the only member of the group for which data are available in real
terms, the commodity composition of trade shows some interesting differences from
that based on current values (table 11-13). 111 There was an incre~se in the
share of machinery and equipment in its exports and a reduction in the share of
raw materials, characteristic of a level of development midway between the
industrialized and the less developed centrally planned economies. There was also
a real increase in the share of finished manufactures in imports.

A comparison of the commodity composition in real and nominal values shows
that price changes differed appreciably among the various commodity groups.
price increases were charged on exports of energy carriers and raw materials,
while import prices rose most in the case of raw materials and food-stuffs. If
similar price developments were experienced by the other socialist countries, the
real structural shifts in the exports of the less developed centrally planned
economies and in the imports of the more industrialized ones were probably larger
than those shown by current value data.

111 As a rule, available data on commodity composition are expressed in
current prices, reflecting the importance of the monetary and balance-of-payments
aspects of trade. Tw~ing into account the organization of the socialist
economies, however, it is the real composition of trade that is more closely
related to structural shifts that may have arisen as a result of changes in the
country's export potential or import demand. A comparison between real and
nominal values is possible only for Hungary, and this is not necessarily typical
of developments in other centrally planned economies.
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The geographical distribution of foreign trade

Notwithstanding the rapid expansion in trade of the centrally planned
economies, the emphasis on East-West trade, and the various effects of
recessionary and inflationary world events, shifts in the geographical
distribution of trade in 1971-1975 were small. In the early 1970s, the share of
socialist countries in the centrally planned economies' trade - especially in
imports - tended to fall. but this trend was reversed in 1975 when intra-C~~A

trade prices were sUbstantially raised. This suggests that the observed shifts in
the geographical distribution of trade value mainly reflected the faster increase
of prices in the non-socialist markets in 1971-1974, though a real shift (in terms
of physical trade volume) may have occurred in the case of Poland, Romania and the
Soviet Union.

With the exception of Romania, whose trade with the market economies 
developing and industrialized - now comprises more than half of total trade, the
socialist countries continue to rely primarily on intra-group trade channels.
especially those of intra-CMEA trade. According to the value data, most Eastern
European countries cleared two thirds to three quarters of their trade with
socl~li.st partners during the early 1970s. and the Soviet Union somewhat less than
60 per cent.

Though world market inflation and the related deterioration in the socialist
countries' terms of trade caused a shift during the early 1970s in the trade shares
calculated at current prices, price data available for Hungary and isolated pieces
of information for other centrally planned economies suggest that in real terms
the average proportion of trade with socialist countries did not decline
significantly, and in some cases may have increased. 12/ Romania and the Soviet
Union are probably significant exceptions. \~ile the volume of USSR trade with
the advanced capitalist countries expanded at an annual rate of 14 per cent in the

12/ Share of socialist countries in Hungarian foreign trade. 1967-1975

(Percentage of total exports and imports)

Exports Imports
Value Quantum ~ Value Quantum ~

1967-1970 69.2 67.5 67.7 66.9
1971-1974 68.5 71.5 62.6 66.3

1967 69.4 66.7 67.6 66.5
1974 67.1 72.9 57.1 66.4
1975 72.2 74.5 65.7 69.8

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data in KUlkereskedelmi statisztikai
eVkonyv. 1974 (Budapest. 1975) and Statisztikai havi kozlemenyek (Budapest),
1976. No. 2-3.

~ Share in total trade at 1970 prices. Quantum data for socialist
and non-socialist countries were obtained by deflating current values with
the price indices for the two trading regions. 1975 shares were roughly
estimated on the basis of partial information.
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case of exports and 17 per cent in the case of imports, in trade with the
socialist countries the corresponding rates were only 8 and 9 per cent. In real
terms~ the USSR continued to sell chiefly to socialist countries, but significantl
decreased its import dependence on these economies. 13/

Balance of trade

The rapid increase in imports anct the somewhat slower expansion in exports
entailed trade balance problems in some of the centrally planned economies. In
1971-1975, all Eastern European countries as well as the Soviet Union cumulated
over-all trade deficits. In the USSR and Romania, the cumulative deficits were
small - imports exceeding exports by less than 1 per cent over the period - but in
most of the other Eastern European countries the external imbalance was in excess
of 5 per cent of exports, reaching 19 per cent in the case of Poland. In the
relationship with market economies, developed and developing, the swing was much
sharper: Eastern European imports exceeded exports by 27 per cent in 1971-1975,
as compared to a 5-6 per cent cQmulative deficit in the 1960s, and in the Soviet
Union the surplus of the preceding decade turned into a 6 per cent cumulative
deficit (see table 11-14).

The relatively modest proportions of the over-all deficit, thus cover
substantial differences in the balance of trade relations with different partner
groups. Such differences are potentially important since, normally, the centrall~

planned economies find it difficult to mobilize surpluses in one trade direction
to offset deficits in another.

Because of bilateral balancing practices in trade with socialist countries,
the disequilibria remained rather small. The centrally planned economies as a
rule are in surplus with the developing economies and in deficit with the

67.1
60.6

67.6
58.1

Imports
Value Quantum ~

66.6
60.1

66.5
54.7
52.4

66.9
65.7

66.1
63.5

Value Quantum ~

66.1
59.3

66.4
53.5
60.7

1966-1970
1971-1974

1966
1974
1975

13/ Share of socialist countries in USSR foreign trade, 1966-1975

(Percentage of total exports and impo~ts)

Exports

Source: Centre for Development Planning, Projections and Policies of
the United Nations Secretariat, based on data in Vneshniaia torgovlia
SSSR za 1974 god (Moscow, 1975).

~ Share in total trade at 1970 prices. To obtain constant price
data, current value data were deflated by a price index derived from the
quantum index for socialist and non-socialist trade separately.
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developed market economies. While the nature and size of the imbalance with the
developing economies varied, the trade deficit with the developed market economies
was much greater in the first half of the 1970s than in the preceding five years,
except for Romania where it remained high nevertheless. For some countries,
Poland in particular, this deficit emerged largely as a result of trade pOlicy
choices. For others the imbalance was a signal of the persistent difficulties
encountered by the centrally planned economies in financing imports from current
export earnings. In all cases, a significant proportion of the growing deficit
resulted from deteriorating terms of trade and unexpected price fluctuations in
Western markets. Over the 1971-1975 period as a whole, the centrally planned
economies' import expenditure was between 16 and 67 per cent higher than current
export earnings in trade with the developed market economies.
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Domestic development policy and CMEA integration

National growth strategies

The five-year plans for the first half of the decade of practically all
countries of the region incorporated substantial modifications of economic
strategies, with respect to both the medium-term goals and the instruments for
their implementation. All countries of the group were determined to achieve a
better balance between production and consumption - which in most cases meant a
higher growth of consumption - and to increase the level of efficiency of their
economies.

Major objectives of the centrally planned economies included the following:

To achieve a more balanced or Ilharmonized 11 growth of all sectors of the
economy;

To stimulate a higher quality of production, both for the domestic lliarket
and for exports;

To achieve a significant modernization of industries, to a large part through
imports of know-how and equipment;

,
To gear policies in the field of agriculture to the requirements of a higher

standard of living and thus to put a special emphasis on increased produc~ion of
meat and dairy products;

To improve the standard of housing, which in many countries has become a
critical sector for raising standards of living;

To increase considerably the role of foreign trade in the economy and to
improve the commodity structure of both exports and imports, in response to urgent
needs for industrial mOdernization and greater consumer satisfaction.

In some countries - notably Czechoslovakia, the German Democratic Republic
and Hungary - the new strategies were geared to "intensive H development, as the
increasing shortage of labour made it neither feasible nor desirable to continue
the "extensive" development typical of earlier periods. Other countries,
especially Poland, while continuing a predominantly ii extensive l1 type of
development, put the main stress on rationalization of the use of resources and
increasing efficiency, at the same time according higher priority to the needs of
the consumer.

Consumption and distribution policies

A I!consumer-oriented VV strategy was pursued in all the countries of the
group, though with an urgency that differed with the timing and the degree of
social pressures. In some countries, particularly in Poland, it was decided to
stimulate labour productivity and efficiency through faster increases in wages.
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An important feature of economic policies was the expansion in social
programmes which, in some cases, brought about changes in the distribQtion of
national income. These programmes were mainly responsible for the fact that in
practically all countries per capita disposable income rose much faster than
average wages. In all countries of the group except Hungary and the Soviet Unicn,
the growth in real personal income in 1971-1975 was above the plan targets and
often above the rates experienced in the previous five years (see table 11-6). In
most instances social programmes were designed to improve the standard of living
of those segments of the population, mostly the aged and the retired~ whose incomes
had not been growing proportionately with the incomes of the economically active
population.

In many countries, intersectoral wage differentials were changed and minimum
wages were raised to alleviate disproportions. In Poland, where the average wage
rose by close to 10 per cent annually, the highest rate in the group, changes in
the wage structure went much further than elsewhere as the social pressure from the
lagging sectors was rather strong. The salary increases for health service staff.
teachers and administrative workers are typical examples, but there were also
shifts in wage levels among different productive sectors. 14/ Similar shifts in
the intra--sectoral and intersectoral wage structure took place in most other
countries of the group. though the growth of the general wage and salary levels
was considerably lower (see table 11-6). l5/ In practically all countries of the
group wage pOlicies were used more actively than in previous periods. Many of
these countries have reached an iVintensive H stage of development, when over-all
consumer income is not rising solely or mainly through expanding employment
but increasingly through the growth of real wages. The need for more rational use
of labour resources requires stimulative wage policies as an instrument for higher
productivity. Under such circumstances consumption itself is becoming an
increasingly active factor in economic development, which it was not in earlier
periods.

Housing construction was treated as an important feature of social policies
and received a high priority in a number of countries. Measured by the number of
rooms added per capita, the greatest increases in housing construction were

14/ Construction. agricultural and transportation workers gained in Poland in
relation to the average wage level, while employees in such sectors as domestic
trade or science lost somewhat in relative terms, notwithstanding absolute
increases in wage and salary levels.

15/ In the Soviet Union. wage levels moved in favour of industrial
construction and transportation workers, as well as those in agriculture, though
in 1974 agricUltural money wages were still some 12 per cent below the national
average (compared with 17 per cent in 1970), next to Poland the lowest relative
level in the group. On the other hand. employees in health, science, education
and trade fell behind over the period in spite of a special wage adjustment in
1972. Over-all average wages increased by almost 4 per cent annually. In
Bulgaria, salary and wage adjustments benefited lower-paid categories of employees
in the fields of health, education, trade and agriculture, while the relative
position of workers in the construction industry, for example, where wages are
SUbstantially above the national average deteriorated. In the remaining countries
of the group intersectoral wage and salary shifts were less pronounced.
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recorded in the Soviet Union, followed (in that order) by Hungary, Czechoslovakia
and the German Democratic Republic, though year-to-year increases were also
substantial in Poland.

Another important feature of economic policies was the relative stability of
consumer prices. Practically all countries kept the prices of basic food-stuffs
stable or even frozen. A greater flexibility was shown with respect to the
prices of industrial consumer goods. But on the whole the consumer price index
remained virtually constant in all countries except Hungary and Poland, where over
the 1971-1975 period it increased by 14 and 13 per cent, respectively.

This IJconsumer-oriented" strategy, which in some countries was connected with
significant changes in planning and management methods, contrasted wi~h the earlier
pattern of development, where priority was usually accorded to heavy industry.

Investment pOlicies

In some countries (particularly in the German Democratic Republic, Hungary and
the USSR) the consumer orientation of growth policy coincided with slower growth
in investment, While in other countries (especially in Poland and Romania)
investment increased at an unprecedented pace. 16/ In all countries investment
policies were designed to achieve a more iiharmonized ll growth of all sectors. In
many cases, particularly in Hungary, Czechoslovakia and the German Democratic
RepUblic, this meant a more discriminating approach to particular sectors of
industry.

In Hungary, consumer goods industries - inclUding food processing - received
much higher increases in investment outlays than in the previous five-year period,
and their share in total industrial investment rose. In the producer goods
industries, investment outlays on electric energy and chemical industries grew at
well above the average rate, While in mining, metallurgy and engineering, they
were held stable or grew only moderately. A somewhat similar pattern is evident
in Czechoslovakia, vhere certain branches of heavy industry showed little or no
increase in investment, while others, such as fuels, electric energy and chemicals
had a very rapid increase. This differentiation was apparent in light industry
also, with food processing in a leading position. In the German Democratic
Republic, likewise, some branches of heavy industry - such as machine-building and
electrotechnics - did not show any increase in investment and their share in total
industrial investment declined. However, other branches of heavy industry 
particularly energy and fuels, metallurgy and chemicals - recorded substantial
increases, as did the light and food-processing industries.

In other countries of the group the Hleading" industries, such as power,
machine-building, chemical and especially petro-chemicals were in a privileged
~osition and absorbed most of the new investment. The heaviest investments in
those fields were made by Poland and Romania. 17/ Those two countries also

16/ The average annual growth rate of investment for 1971-1975 was
18.3per cent in Poland and 12.8 per cent in Romania (table II-5). The share of
accumulation in national income in those two countries showed a steady upward
trend.

17/ In Poland, between 1970 and 1974, investment in the machine-building
industry jumped by 276 per cent and in the chemical industry by 182 per cent,
while in Romania, it increased by 172 per cent and 223 per cent, respectively.
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recorded high investment increases in the power-generating and metallurgical
industries. In both countries, however. investment in the food-processing
industry also rose at above-average rates. and in Poland outlays on light industry
increased at close to 30 per cent annually, almost double the rate in the previous
five-year period.

In Bulgaria, some branches of heavy industry - metallurgy and machine-building
for example - showed large gains. Since the rate of investment growth in the light
and food-processing industries was quite low, however, the over-all growth of
industrial investment was rather modest (12 per cent in the 1971-1974 period).

In the case of the Soviet Union, industrial investment grew at an average
annual rate of about 7 per cent, with only small differences between the branches.
Nevertheless, some branches of heavy industry - iron metallurgy, the chemical and
oil industries and the maChine-building industry, for example - enjoyed
relatively faster annual increases than the light or food-processing industries.
As a result, the share of the latter in total industrial investment declined
slightly.

Much of the effort to modernize, and many of the imports of new technology
and machinery, were concentrated in the i1leading irldustries il

• Some industrial
branches - notably the automobile, electronics, fertilizer and chemical fibre
industries - were treated particularly favourably in this respect. but other
industries were not neglected. The process of modernization was widespread. and
industrial diversification was pursued in all countries of the group. In most
countries, but particularly in Czechoslovakia, the German Democratic Republic.
Hungary and Poland, consumer goods industries received a sizable share of new .
investment and high-technology imports.

The shifts in investment emphasis, however, have not led to any weakening of
the position of the so-called illeadingl/ industries. The share of machinery and
chemical industries in total industrial production of the CMEA countries, which
was already relatively high in 1970. appears to have further increased.

Though the high level of investment. combined with modernization, contributed
to increased growth of industrial production in the first half of the 1970s, it is
generally expected to show its main results in the next five-year period. In
particular, increased production capacities are expected to generate increased
exports both in intra-CMEA trade and to the hard-currency area. Many of the
new industrial installations and technologies were purchased under nbuy~backll

arrangements or on credits which will have to be repaid in the coming years.

Industrial modernization is expected to increase efficiency in the future,
when annual increases in the labour force will in most cases be smaller than in
recent years and higher labour productivity will have to be the main or, in some
countries of the group, the sole source of growth in industrial production.
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Five-year plans, 1976-1980 18!

The five-year plans for 1976-1980 anticipate a somewhat slower growth than
was achieved in the first part of the decade. Projections for the growth of
national income, though still high, are generally lower than the actual
performance in the 1971-1975 period. Only Bulgaria is planning a slight
acceleration. The projected rates of increase vary considerably from country to
country, ranging from below 5 per cent in the Soviet Union to 11 per cent in
Romania (table 11-1).

In all cases, with the exception of Bulgaria, targets for the growth of
industrial production are also below the rates achieved in 1971-1976. Projected
annual rates of increase range from about 6 per cent in Czechoslovakia to over
11 per cent in Romania (table 11-2).

Plans for investment expenditures in 1976-1980 also point to a slowdown
almost everywhere in the region (table 11-5). In some countries - particularly
Poland and the Soviet Union - the deceleration is to be substantial. Only the
German Democratic Republic is projecting some acceleration from the rather low
growth of 1971-1975, while Romania intends to maintain the high expansion rate of
the early 1970s.

Agricultural policy

In recent years it has become increasingly clear that the situation in
agriculture is crucial both to the over-all economic performance in these
countries and to the future course of the consumer-oriented development
policies. Apart from affecting domestic balance, poor performance in agriculture
has had an immediate impact on the balance of payments of the socialist countries,
either reducing their potential export earnings or increasing their imports, or,
in some cases, both.

In all CMEA countries the development of agriculture received more attention
and financial resources in the 1971-1975 period than at any earlier time. This
was connected directly with the basic policy objective of raising living
standards, an important component of which was to increase the share of meat and
dairy products in the total supply of consumer goods coming from the agricultural
sphere.

Though the methods and instruments used to stimulate agricultural production
varied widely from country to country, depending on specific conditions of
agriculture and the preferences of the planners for particular policy
instruments, price and credit policies were everywhere used more actively than
in earlier periods. In Hungary and Poland, agricultural purchase prices were
raised on several occasions for a wide range of products. In 1972 Poland abandone

18! for a more extensive discussion of the five-year plans, see the World
Economic Survey. 1975, chap. II (E!5790!Add.l). Guidelines for the Soviet
five-year plan were voted by the XXV Congress of the KPSS and published as
Osnovnye napravleniia razvitiia narodnogo khoziaistva SSSR na 1976-1980 gody
(Moscow: Politizdat, 1976), and similar documents were issued in the Eastern
European socialist countries after Party congresses in 1975 and 1976. Detailed
plan documents will in most cases become available late in 1976.
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the last vestiges of the compulsory delivery system for agricultural products and
decided to rely entirely on price incentives~ which seemed to be working
satisfactorily. In other countries of the group price increases were also made
periodically for selected products.

The agricultural sector also received a boost from a number of supporting
industries - especially the machine-building, chemical and construction sectors.
Investment projects in the field of agricultural infrastructure and food
processing received priority treatment. In some cases it was discovered that the
insufficiency of such investments in earlier periods had constituted a serious
barrier to faster growth of agricultural output and greater efficiency in the
agricultural and food sectors in general. In practically all countries of the
region there was a much closer co-ordination and integration of efforts in the
agricultural sector ,vith the food-processing industries, into which substantial
investments were directed in order to obtain a greater variety of food products
for the domestic market, and, in several countries, also to raise the quality of
food-stuffs for export.

In the 1971-197 5 period, capital investment in agriculture was 40-50 per cent
higher than during the preceding five years in Hungary, Poland, Romania and the
USSR, more than 30 per cent higher in Bulgaria and Czechoslovakia and almost
20 per cent higher in the German Democratic Republic. In the Soviet Union,
agriculture obtained a larger share of total investment outlays than during the
earlier period - approximately 20 per cent in 1971-1975 as against 18 per cent in
1966-1970 ~ and this share is expected to increase further during the 1976-1980
plan. In the other countries of the group, however, where the agricultural share
in total investment ranged from 11 per cent (in Czechoslovakia) to 16 per cent
(in Bulgaria and Hungary), this proportion was in all cases slightly lower than
during the previous period. 19/

In the Soviet Union, the share of total agricultural investment devoted to
the development of the livestock sector was noticeably higher than in the
preceding period, 20/ and the same was probably also true of the other countries
of the region~ in keeping with the goals of the programmes to increase animal
production. The bulk of the investment effort, however, was devoted to improving
production conditions in the crop sector. In most countries, and especially
in the Soviet Union, 21/ substantial investment funds went into land improvement.
The supply of tractorS-and other mechanized agricultural equipment increased

19/ Council for Mutual Economic Assistance, Statisticheskii ezhegodnik
stran:chlenov SEV (Nloscow, iYStatistika ii

, 1975), pp. 137 and 141-

20/ Outlays on the construction and equipment of stock-raising installations
morethan doubled, increasing from an annual average of 2.5 billion roubles in
1966-1970 to over 5 billion roubles in 1971-1975, or from 21 per cent to over
26 per cent of investment in agricultural production.

21/ The area under drainage and irrigation in the USSR was extended by
almost 9 million hectares to about 30 million hectares, some 13 per cent of the
arable land. More than 25 billion roubles - 20 per cent of total agricultural
investment in 1971-1975 - was spent on this effort.
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considerably in all but the most highly developed countries of the group. 22/
Investment continued to raise the capacity for production of agricultural machinerJ
in the region, and improved utilization of this capacity is expected from the
purchase of licences for the use of Western technology as well as from intragroup
specialization and co-operation arrangements among CMEA countries.

In spite of impressive increments in agricultural investment, however, both
capital inputs per agricultural worker and labour productivity in agriculture are
still much lower than in the Western industrial countries, and in most socialist
countries the proportion of agricultural employment is much higher. Though it is
decreasing in all countries, the ratio of agricultural to total employment, now
dOwn to 11-14 per cent in Czechoslovakia and the German Democratic Republic, still.
ranges from about 23 per cent in Hungary to almost 40 per cent in Romania. In
most countries of the region, an unfavourable age structure of the agricultural
population further affects productivity levels.

In almost all countries considerable investments in the chemical industry,
as well as imports, made possible rapid increases in fertilizer supplies.
Fertilizer application per unit of land increased by 50-80 per cent in the more
agricultural countries except Bulgaria (where applications stagnated), and by
smaller though still substantial amounts in Czechoslovakia and the German

22/ Compared with the 1966-1970 level, deliveries of tractors to agriculture
increased by over 50 per cent in Poland, by more than 30 per cent in Bulgaria,
and by 10-20 per cent in all other countries, with the exception of Czechoslovaki8
and the German Democratic Republic. Substantial increases in the mechanization
of field work are indicated by the rising stock of tractor horse-power units per
100 hectares of arable land:

Bulgaria . . . • . . . • .
Czechoslovakia . . . . . .
German Democratic Republic .
Hungary
Poland . • .
Romania
USSR • • .

1965
34
88
95
46
25
41
35

1970

50
109
143

56
51
59
51

1974

74
138
152

63
89
69
65

Source: Council for Mutual Economic Assistance, Statisticheskii
ezhegodnik stran-chlenov SEV (Moscow, "Statistika", 1975), p. 214.
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Democratic Republic where application levels were relatively high. 23/ In Poland,
where about 80 per cent of the agricultural land is farmed by the private
peasantry, the Government instituted guidelines for minimum fertilizer applications
which, though not mandatory, were made effective by being linked to access to
marketing channels and machinery supplies.

In a general way, output growth and structural changes in the first half of
the decade responded to these agricultural development policies. As noted
earlier, in spite of stagnating or declining production in 1975. the growth of
total agricultural output was higher during 1971-1975 than during the preceding
decade in all Eastern European countries except Bulgaria, and in several cases it
exceeded the targets of the five-year plans (see table 11-4). Except in
Hungary, animal production expanded sUbstantially faster than the output of the
crop sector (see table 11-15). Animal production grew faster than total output
in the Soviet Union also, but in that country, owing to 'Hide swings in ero})
production, the plan targets for over-all output and those for animal production
could not be met.

Livestock herds increased substantially between 1970 and 1974, and in some
countries continued to grow even in 1975 when the fodder supply had become
precarious. Between 1970 and 1975 cattle herds grew by 30 per eent in Poland,
about 20 per cent in Bulgaria and Romania, 12 per cent in the Soviet Union, and by
smaller proportions in Czechoslovakia, the German Democratic Republic and
Hungary. Pig numbers also increased rapidly in all Eastern European countries 
by as much as 40 to 55 per cent in Bulgaria, Poland and Romania between 1970 and
1975 ~ despite a decline from 1974 levels in most countries in 1975. In
Hungary and the Soviet Union, however, pig herds at the end of the period were
below the 1970 levels. Total meat production increased by more than 4 per cent
a year in the Soviet Union and by an estimated 6~7 per cent a year in Eastern
Europe.

Crop output, though growing less rapidly than animal production, also showed
significant advances for the period as a whole. In the Eastern European group of
countries, the average annual grain production of 72.5 million tons was
22 per cent above the level of the previous quinquennium (representing a
4 per cent annual rate of increase). In the Soviet Union, the average annual
grain output was 181.5 million tons, an 8 per cent increase over the average of
the earlier period (that is, 1.6 per cent annually). The larger inputs resulted

23/ Application of mineral fertilizers per hectare of arable land
(kilogrammes of standard nutrient units)

Bulgaria . . . . . . . . .
Czechoslovakia . . . . . .
German Democratic Republic
Hungary
Poland .
Romania
USSR

Annual
1966-1970

159
196
297
109
123

51
38

averages
1971-1974

154
264
351
203
201

78
57

1974

140
275
376
243
228

88
61

Source: Council for Mutual Economic Assistance, Statisticheskii
!-,zhegodnik stran-chlenov SEV U:'10scow, iiStatistika", 197~-p. 217-.--
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in substantial increases of average grain yields in aJmost all countries. 24/ The
productivity gains were sustained and in all countries but the Soviet Union-yields
exceeded the 1970 levels 3 even in poor harvest years.

The over-all advance of crop production, however, was subject to
considerable fluctuation, in which the swings of grain output, involving
55-60 per cent of the sown area in the region, played the chief role. Output of
the crop sector showed an absolute decline in at least one year of the 1971-1975
period in every country except Hungary. The widest swings occurred in the
Soviet Union, which by virtue of the geographical position of much of its
agricultural area and its extensive cultivation pattern is more vulnerable to
climatic variations. Crop output in the USSR declined from the previous year's
level in 1971, in 1972, and. after a large upswing in 1973, again in 1974 and 1975
Year~to~year variations in the Soviet grain harvest exceeded 50 million tons
between 1972 and 1973. and again between 1974 and 1975. In Eastern Europe, the
variability of grain output was much smaller, in both absolute and percentage
terms.

The discrepancy between the growth of the livestock sector and that of the
crop sector. combined with. the size of the year-to-year fluctuations in the output
of the latter, resulted in increasing strain on the fodder balance of the region.
Fodder - in particular, feed-grain - requirements increased faster than domestic
output in all countries of the group except Hungary. Increased domestic fodder
requirements and two serious harvest shortfalls during the periOd turned the
Soviet Union, traditionally a net exporter of grains and the main supplier of
the Eastern European countries, into a net importer on a major scale. At the
same time, Romania, the only other significant exporter. sharply reduced its
export surplus. The additional feed-grain requirements had therefore to be met
largely from imports from outside the region. 25/

24/ Average annual yields of grains and pulses. 1961-1975
(Quintals per hectare)

Bulgaria . . . . . . . . .
Czechoslovakia . . . . . .
German Democratic Republic
Hungary
Poland.
Romania
USSR .•

1961-1965

19.0
21.8
25.3
20.3
17.0
15.9
10.2

1966-1970

27.4
26.6
29.4
25.4
19.8
19.3
13.7

1971-1975 !3:1
33.2
33.9
35.8
34.1
24.8
24.0
14.6

Sources: Council for Mutual Economic Assistance, Statisticheskii
ezhegodnik stran-chlenov SEV (Moscow, "Statistika", 1975), p. 190, and
national plan fulfilment reports for 1975.

a/ Computed as the arithmetic average of annual yields; 1975 yields
partially estimated.

25/ Average annual net grain imports of the Eastern European countries increase
from-about 4 million tons in 1966-1970 to over 6 million tons in 1971-1974, and
Soviet average net exports of 2.8 million tons in 1966-1970 turned into average net
imports of over 6 million tons in 1971-1974. In the wake of the 1975 harvest
shortfalls, the grain trade balances for 1975 and 1976 will undoubtedly show a net
import level of the region substantially higher than this - perhaps in excess of
20 million tons on the average for the two years.
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In response to these imbalances, production programmes for the second half
of the decade envisage somewhat slower growth of livestock output, lower than that
planned for the crop sector, in all countries for which data are available with the
exception of Poland. The focus of 1976-1980 efforts is generally to be on the
achievement of higher yields and greater stability in crop production. The
Soviet Union, in particular, has scheduled a major effort to increase the level
and reduce the wide swings of the grain crop as ''Tell as to increase storage
capacity in order to assure greater steadiness of feed supplies across good and
bad harvest years.

The new plan sets an average annual production target of 215 million~

220 million tons of grains, which seems to be a realistic goal, given normal
weather conditions and further improvements in technology. Attainment of this
target could provide an average of about 115 million tons for feed use annually
and still permit a moderate rebuilding of grain stocks. The plan recommends
enlarged production of other feed-stuffs, but even so, planned growth of livestock
output is quite modest: the 1976-1980 goals for meat and milk are only slightly
above the original 1971-1975 goals. Average annual meat output is planned to rise
only 6 to 11 per cent over the average output of the past five years
(corresponding to a 1-2 per cent annual rate of increase), and milk only
7 to 10 per cent. With an expected population growth of about 5 per cent, the
projected five-year per capita increase is 1 to 6 per cent for meat and
2 to 5 per cent for milk. It seems that the restoration of full balance in the
feed and livestock economy will require some time and further substantial
increases of investment in the whole agricultural infrastructure, inclUding
machinery, livestock equipment, mineral fertilizer, additional storage capacity
and land improvement. The plan for 1976-1980 calls for an additional 4 million
hectares to be brought under irrigation and 4.7 million hectares to be reclaimed
and drained. It is also expected that by 1980 about 44 million-46 million tons of
mineral fertilizer will be applied to grain production as against 26.6 million
tons used in 1975. To facilitate the movement and care of fertilizer, the next
five-year plan calls for 12 million tons of storage capacity. Investments for
agriculture are to increase by 31 per cent (172 billion roubles against
132 billion roubles spent in 1971-1975), with priority being accorded to
increased output of grain and other feed-stuffs.

The achievement in the early 1970s of substantial increases in the standard
of living and greater consumer satisfaction was to a significant degree the
result of a very good performance in the animal production sector. Continuation
of this performance will depend on catching up in the domestic fodder base. In
some cases this may mean a slowdown in livestock growth and consequently in meat
supply.

Most of the countries have declared their intention to maintain stable
consumer prices for basic food-stuffs despite these unfavourable developments in
agriCUltural production. However, the forces pressing for some price adjustments
would seem to be strong. In view of the rapid growth of extrasectoral and
imported inputs in agricultural production, increases in procurement prices paid
by the State for agriCUltural produce, the continued high-income elasticity of
demand for food in some countries, and the undesirability of continuing high
budgetary subsidies for a wide range of food products, price adjustments have
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already been announced in Hungary and are under active consideration in
Poland. 26/ It is not unlikely that some other countries may also adopt a
similar approach, introducing a greater measure of consistency between the cost
and price structure.

Economic reforms and institutional change

The process of industrial modernization in the CMEA countries in the early
1970s was combined with institutional changes in planning and management methods
which were designed to bring about greater efficiency and more rational use of
available resources. Though the specific features and the timing of the reforms
differed from country to country, they shared the goal of obtaining an improved
combination of central directives and indirect economic instruments in the
implementation of the plan.

Improvements in planning methods were concentrated mainly in greater use of
modern scientific instruments - especially for the determination of long-term
structural changes in the economy - and in looking for more adequate indices for
the assessment of over-all economic performance of enterprises. The authorities
were looking everywhere, though with substantial variations in approach, for
solutions which would strengthen the role of central planning and at the same time
create a wider opportunity for the initiative of individual enterprises.

In Hungary, planning lost most of its mandatory features, although some
instruments of direct regulation were retained, especially in the field of
investment policies, prices, and trade with other centrally planned economies. On
the other hand, the reform of industrial organization introduced in BUlgaria
from the beginning of 1971 may be cited as a course of extreme centralization,
under which industrial branch associations took over direct responsibility for
production in most sectors, while the former enterprises lost their economic and
legal autonomy and became affiliates of the associations. However, a trend
towards greater autonomy of production units and greater reliance on indirect
regulation has been more typical for the socialist countries in recent years.

The balance between the use of central directives to production units for the
implementation of plan targets and the use of indirect instruments - such as
prices, credit policy and interest rates, profit shares and taxes - clearly shifted
in favour of the latter in some countries, while in others the indirect instruments
of regulation began to be used to a limited extent as experiments. Hungary and
Poland are the two countries in which regulation through indirect instruments has

26/ In Hungary, price increases for meat and meat products averaging
30 per cent were announced in December 1975, to take effect at the beginning of
July 1976. The 1976 over-all cost-of-living increase was expected to be about
4.5 per cent (Nepszabadsag (Budapest), 3 December 1975 and 4 July 1976). In
Poland, increases in meat, sugar and grain product prices which would have
raised food prices over-all by about 40 per cent and the total cost of living by
some 16 per cent were announced late in June 1976 (Trybuna ludu (Warsaw),
25 June 1976), but subsequently withdrawn in the face of strong consumer
objections. However, the need for reordering the consumer price structure remained
urgent, and alternative proposals combining compensatory wage increases with
SUbstantial, though somewhat smaller, increases of food prices and plans for a
programme of further gradual price increases were to be discussed in the course
of the summer.
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been furthest advanced. In these two countries the use of indirect instruments has
created more flexibility for industrial enterprises to regulate autonomously the
level of employment and wages. This has tended to stimulate greater efficiency
in the use of resources, while at the same time providing greater opportunities
for increases in wages. A distinctive feature of the Hungarian llNew Economic
Mechanism" instituted in 1968 was the introduction of new "steeringH methods
which relied mainly on economic instruments~ with a minimum of mandatory
directives. In Poland the reforms~ initially tested on an experimental basis~

were introduced more gradually and retained mandatory planning ~ diluting it with
the increasing use of indirect regulators.

The "harmonization l1 of mandatory planning - which is designed to advance and
protect the macro-economic interests of the State - with the particular interests
of economic units that are interested chiefly in their own profitability
naturally presented problems for the planners. However, it has generally been
recognized that most of the negative features in economic activities 
particularly, the low efficiency and lack of motivation in advancing technological
innovation - had their roots in excessive administrative interference with
enterprise management and certain dysfunctional effects of the earlier incentive
system which chiefly rewarded short-run output growth.

While most countries of the group have attempted to change those conditions
and eliminate some of the underlying causes of inefficiency, they are determined,
however, to preserve the advantages of stability inherent in the system of central
planning, and hence are generally reluctant to allow market forces to playa
significant role in resource allocation.

Much of the planners' effort has thus been concentrated on searching for
more adequate success indicators. In some countries the planners' "gross output i1

indicator was either replaced or supplemented by "output sold Ii, "net output 11 or
iivalue added l1 as a means of indirect regUlation of the enterprises. The basic
objective of these efforts was to find an indicator that would help to adapt the
structure of supply more closely to the structure of effective demand and at the
same time stimulate technological innovation and economical use of materials. It
has been found, in the course of the search, that each kind of indicator, no
matter how well it suits certain purposes, may also have negative side-effects and
that none will by itself provide an ideal solution. With appropriate price
pOlicies, however, many of the negative side-effects can be corrected or ~ven

avoided. Though the process of searching for more adequate indicators has not
been completed, it is clear that some of the new indicators are gaining broader
recognition and are being used, if not universal1y~ then at least for specific
purposes, such as determination of the wage fund~ or are being tested on a limited
scale in selected branches of the economy.

Another general feature of changes in the planning and management system was
the reorganization of economic units at different levels. While in some
countries - the German Democratic Republic and Romania~ for example - major
changes in the organization of industry occurred in the 1960s, in other
countries of the group most of such changes were accomplished during the
1971-1975 period. The most significant organizational changes took place in
Poland, where the process of forming "large industrial units" (WOG) in various
branches of industry started in 1972. These associations, which are profit
making entities, took over some of the functions previously exercised by
government units (industrial ministries). In particular, they set long-term
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production plans and development programmes for the industrial branch and playa
significant role in financing certain types of investment outlays, In some cases
they have also been given responsibility for foreign trade operations, the
financial results of which impinge on their profit and loss accounts, By the
end of 19759 less than 100 associations accounted for about two thirds of the
countryi s total industrial production. The reorganization process is scheduled
to be completed by the end of 1976. These organizational changes have been
closely co-ordinated with the introduction of the new success indicators by
the central planning authorities.

In the Soviet Union the reorganization of the management structure in
industry "ras undertaken early in 1973 when the Council of Ministers adopted a
decision to amalgamate related enterprises into larger industrial lIassociationsV<
(obiiedineniia), The associatiqns will be directly responsible to the industrial
ministries either at the centre or in the republic in which they are located.
The basic aim of the reform is to simplify the organizational structure by
eliminating one level of administration, the Hchief administrations?i
(glavnye upravleniia) in the branch ministries, and to assure more efficient
planning for the resulting smaller number of units. The Soviet planners are
hoping to strengthen certain features of central planning and at the same time to
promote and stimulate initiative from the lower levels, and thus to relieve the
upper echelons of management from being preoccupied with detail. The process of
setting up industrial associations is to be completed in the 1976-1980 plan
period. 27/ Here, too, different methods are being explored to enhance the
quality of industrial management through the use of new success indicators,
especially in the determination of the wage fund for workers and bonuses for
management.

A wide variety of new approaches appeared in the investment sphere. Among
common characteristics is a tendency to depart from budgetary financing of
investment and rely more on bank credit, to be repaid by the investor with
interest over a period of years. Enterprise resources - retained profits and
depreciation funds - ~re also becoming a significant source of investment
financing. Only in Romania and the Soviet Union are most investment funds still
centrally allocated (from the state budget or centralized depreciation funds),
though here, too, the share of investments financed from bank credits or frum the
resources of economic units themselves is growing.

The basic intent behind these changes is to tie the investment process more
closely into the total economic activities of the industrial unit - instead of
treating it as a separate field with special rules and procedures, as was
previously the case - and thus to make the industrial unit directly accountable
for investment decisions and their economic results. The link to the investor's
financial results is designed to prevent industrial enterprises from sponsoring
ill-founded investment decisions, as was frequently the case when investment funds
could be obtained without cost from the central authorities.

In most countries, however, the trend towards greater decentralization in
investment decisions is balanced by strict central control over the magnitude of
the funds which the enterprises or industrial associations can use for investment

27/ At the beginning of 1976, 2,300 associations were in existence,
accounting for 24 per cent of industrial output.
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purposes, as well as by the system of physical allocation of construction
materials. Experience in some countries suggests that such controls are
necessary if the total volume of investment is to be kept within the desired
limits.

Reforms of the price formation system pose a serious dilemma in the
socialist countries which prize the stability of price levels made possible by
central controls, but in most cases can maintain this only at the expense of a
fairly high degree of rigidity in the price structure. In the long intervals
between comprehensive revisions of producer prices, the price structure tends to
become obsolete, deviating increasingly from the structure of costs which, for
reasons both foreign and domestic, are continuously changing. During the first
half of the decade, most countries maintained the traditional price formation
systems. In Hungary (in 1968) and in Poland, changes in the basic system were
introduced which attempted to combine the benefits of increased price flexibility
with the maintenance of central control over the general price level and at the
same time sought to permit foreign trade prices some influence on the domestic
price structure.

In Hungary, goods were divided into three broad categories, and wholesale
prices were set differently for each of them. Prices for the goods with the
highest priority for the national economy were fixed for longer periods, prices
for the second category of goods could change within an established range, while
prices for the third category of goods, mostly from the small producers, could
change more easily, though they were also subject to control by state authorities.

In Poland, where the reformed system was introduced gradually during the
early 1970s, prices for "first priority" goods were fixed for longer periods and
kept stable, while prices for goods which were not included on that list could be
changed more frequently in response to domestic cost and other factors, and to
price changes on the world market. The approach to price changes resulting from
domestic cost increases differed somewhat from the method of dealing with price
changes of imported goods. So-called lYtransaction prices il in foreign trade,
obtained through a system of exchange multipliers from import prices in foreign
currency, were used as instrument s for feeding the outside price fluctuations into
the domestic economy, though the prices of the most essential materials were
insulated from such effects through a system of budgetary subsidies.

In most other countries changes of producer prices were made selectively,
whenever domestic or outside factors justified it, but without resorting to an
overhaul of the industrial price formation system.

One of the most difficult problems of economic policy in recent years has
been to maintain internal price stability in face of sharp price fluctuations on
world markets. Some upward price adjustments for fuels and other important raw
materials were purely of an adaptive nature and were introduced to economize on
the use of more expensive or scarce materials. 28/ Price instability on the world
market probably hampered or delayed internal long-term price reforms in some

28/ An attempt was made in most countries to avoid automatic transmission of
such-price increases to the consumer, though in some cases - notably gasoline
it was not possible.
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socialist countries - Czechoslovakia and Poland, for example - where comprehensive
revisions of producer prices have been under consideration for some time.

Only in Hungary are major modifications in the industrial producer price
mechanism about to be implemented. The process will involve several stages,
starting from 1976. In the first instance ~ industrial producer prices are to be
raised in tune with changed world market prices. The changes are intended to
ease the burden of subsidies on the state budget and to stimulate greater economy
in the use of raw materials and energy. It is likely that even for the basic
products producer prices will no longer be held fixed for long periods, but that
more frequent periodic adjustments will be allowed to reflect changes taking place
on world markets and in domestic production costs. In this respect the emerging
new approach will go a step beyond the 1968 price reform~ which did not count on
inflation in world markets.

It seems likely that other countries of the group may also adopt a more
flexible approach to the formation of producer prices. This would be a logical
extension of the decision (early in 1975) to permit greater elasticity in
intragroup foreign trade prices. The steady increase in domestic costs that can
be observed in practically all socialist countries in the raw material sphere
would support such expectations.

Outside factors are exercising a growing influence on conditions under which
individual enterprises and other economic units have to function in the socialist
countries: this is especially true in the case of Poland and Hungary, where world
market inflation, transmitted through the foreign trade sector, has caused severe
disturbances in the internal price and wage structure. Under the reformed system
in Poland, the "value added" success indicator is calculated for exported products
from their value at fitransaction prices rl

• This mechanism was introduced to
encourage the industrial organizations to search for the most profitable export
outlets. Under inflationary conditions in Western markets, this system created
the possibility of increasing "value added", and thus improving profitability ~

not only from increased sales but also from inflationary price increases. With
a direct link between livalue added il and the wage level, it became feasible to
raise the latter without an increase in production quantity or quality. It
became virtually impossible to determine whether a given increase in wages and
bonuses resulted from higher volume or simply from inflationary price increases.
Such increases in wage and bonus levels had undesirable effects on the domestic
market, as they were not matched by a corresponding increase in the volume of goods
available.

Negative effects of outside inflationary trends were also felt from the
import side, especially in those countries which had established a direct link
between import costs and the input prices of domestic enterprises. The increasing
production costs of those enterprises were exerting upward pressure on domestic
price levels. Where foreign trade prices were not directly fed into the
production costs of domestic enterprises but were absorbed by the state budget,
increasing subsidies had to support the existing price structure. Such
sUbsidies, though justified by some economic considerations in a centrally planned
economy, also served to keep price and cost relationships in the domestic economy
out of alignment with those on the world market. This certainly ran counter to the
intentions of some socialist countries - especially Hungary - which were striving
to establish a closer link between the two.
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This experience suggests that the reforms were designed to function in more
stable price conditions and had not envisaged the difficulties of coping with
outside inflationary effects. The timing of economic reforms in some socialist
countries in fact coincided rather unfortunately with the price upswings in the
capitalist market. It is now clear that the latter adversely affected the economic
reforms in such countries as Hungary and Poland, where the central economic
authorities felt compelled to resort to "corrective" administrative measures, which
under normal circumstances would have been avoided and which in varying degree
interfered with the functioning of economic "regulators ll

•

In the case of Hungary, however, the corrective intervention aimed to raise
the steering potential available through manipulation of indirect regulators. The
Hungarian planners stated their intention to continue to run the economy through
such instruments when, at the beginning of 1976, they introduced certain broad
modifications into the system. The changes SUbstantially reduce the disposal of
enterpris~s over resources by raising profit tax rates, and provide the means to
steer their autonomous allocation of the residual by means of differential taxation
dependent upon type of usage, higher tax rates applying to bonus and wage
distributions than to funds put aside for investment purposes. At the same time,
export-tied profit-tax rebates were abolished, the forint was revalued relative to
the dollar and the transferable rouble, and producer prices were raised for energy
and fuels, and certain raw and basic materials as well as for food products and
transportation services. Major goals are to help adjust the domestic price structure
to international price relations and the internal cost structure, to reduce the
need for budgetary supports, to tie wage fund management closer to State goals, and
to divert some of the profits of producing enterprises to the State budget in order
to assure resources for the realization of major investment projects planned at the
centre.

Economic integration policies of the CMEA countries 29/

The centrally planned economies of Eastern Europe and ~he Soviet Union have
maintained close economic, political and strategic ties for more than a quarter of
a century. During the first half of the 1970s, the process of economic co-operation
within the Council for Mutual Economic Assistance was under comprehensive review.
Several new initiatives were introduced to deepen and widen economic co-operation
between the countries of the group and to achieve a higher degree of regional
integration, which is now the principal objective of bilateral and multilateral
efforts. Together with the development of new co-operation methods in planning and
production, the countries continued to emphasize the steady expansion of intra-trade
as the primary channel for realizing tangible benefits from regional integration.

Trade developments, 1971-1975

Traditionally. the intra-group trade of the European CMEA members has accounted
for between 50 and 75 per cent of member countries' foreign trade. In the early
1970s, these shares remained at about the same level. although some shifts occurred
(see table 11-16).

29/ Countries members of the Council for Mutual Economic Assistance are
Albania (inactive), Bulgaria, Cuba (since 1972), Czechoslovakia. German Democratic
RepUblic, H~gary, Mongolia (since 1962). Poland, Romania and the USSR.
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The average annual growth rate of the value of regional exports and imports in
1971-1975 was about 14 per cent, with only small variations across countries (see
table 11-8). 30/ Although the growth rates were high in all countries of the group,
they were in general ~ with the exception of Czechoslovakia and Hungary - below the
growth of over-all trade value; thus there was a reduction in the regional share,
small in the case of exports, rather larger in the case of imports. Romania, in
particular, continued to diversify both its export markets and its foreign sources
of supply.

The downward shift in regional trade shares was largely caused by the
significantly different price behaviour on the CMEA market and on other markets of
the socialist countries. As noted earlier, except in the case of Poland, Romania
and the Soviet Union, the regional trade share probably declined only marginally,
and may in some cases even have increased, if the comparison across time is made at
constant prices. 31/

Some shifts in the geographical pattern of intra-group trade were also evident.
In particular, there was a noticeable decline during the early 1970s in the share
of the USSR in the intra-CMEA trade of the Eastern European countries. 32/ The fact
that trade among the Eastern European socialist countries increased faster than
their trade with the Soviet Union is a significant departure from trends in the
1960s, when the movement was in the opposite direction. Nevertheless, the Soviet
Union remains by far the largest partner, absorbing between 45 and 70 per cent of
intra-regional trade of the various countries.

Regional trade prices were not absolutely stable in 1971-1974, but the changes
that occurred were far smaller than those in the centrally planned economies' trade
with other regions. Following a price realignment in 1971-1972, fluctuations were
held within narrow limits until the end of 1974, at least for trade conducted in
transferable roubles. 33/

30/ Though the growth rates in table 11-8 refer to a somewhat different grouping
of trade partners (centrally planned economies rather than CMEA member countries),
the levels and intercountry variations of the five-year average growth rates do not
differ significantly from those applicable to intra-CMEA trade.

31/ Price or quantum indices for the intra-CMEA portion of trade with socialist
countries are availabl~ only for Hungary. Changes in the volume of this trade can
be inferred, however, from indices pertaining to trade with all socialist countries,
i.e., including China, the Democratic People's RepUblic of Korea, the Democratic
RepUblic of Viet-Nam and YugOSlavia in addition to the CMEA members. Trade with
non-CMEA socialist countries accounts for about 2-3 per cent of trade with all
socialist countries in Bulgaria, 4~6 per cent in the German Democratic RepUblic,
Hungary and Poland, and 6-8 per cent in Czechoslovakia and the USSR. Only in
Romania is the share substantial - 19 per cent in 1974.

32/ The 1975 price revision, which raised prices of raw materials relatively
more than those of other goods, probably had the effect of increasing the share of
the USSR in the CMEA members' trade value.

33/ Traditionally, intra-CMEA rouble trade prices are pegged to historical world
marke~prices and are kept unchanged for long periods of time (in 1971-1974, for
instance, on the basis of 1965-1969 world prices). The small portion of intra-CMEA
trade denominated in convertible currencies (some 4-5 per cent of the total) is
transacted at prices that follow world market developments more closely. The same
probably applies to above-plan deliveries - i.e., trade not transacted under the
provisions of the annual protocols.
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In trade with all socialist countries~ Poland experienced from 1971 to 1974
increases in both export unit values (6 per cent) and import unit values
(7 per cent), and thus a s~ight worsening of its regional terms of trade. Evidence
for Hungary shows a larger negative impact. Over the period 1971-1974, Hungary's
import unit values in trade with all socialist countries increased by about
12 per cent, while unit export values rose by only 6 per cent. As a result, even
in intra-socialist exchanges, Hungary suffered a marked deterioration in its terms
of trade, which arose mainly in that portion of its trade with CMEA partners which
was transacted in terms of convertible currencies: whereas prices in transferable
rouble trade remained relatively constant in 1971-1974, prices for these
transactions rose sharply in 1974, especially for fuels and food-stuffs. This
suggests that world market inflation had some impact on intra-CMEA transaction well
before the price adjustments early in 1975.

The revision of the price formation rules for intra-group trade at the
beginning of that year may be expected to have a significant effect on future trade
and co-operation relations within the CMEA group as well as on the internal
economic system of centrally planned economies, especially in the smaller and more
trade-dependent ones. Through 1974, these economies were protected against the
full impact of world market price turbulence and shifts in relative prices by the
fact that the large intra-group part of their trade was transacted at prices
remaining at least relatively stable over long time periods. Under the new rule
of annual adjustments based on a moving average of world market prices of several
earlier years, such shifts, though still damped, would be fed more rapidly into the
intra~group market. The 1975 price adjustment - as had happened earlier elsewhere
in the world - worsened the terms of trade of importers of fuels and raw materials
and benefited the exporters of such goods. 34/ Although prices of key fuels and
raw materials in intra-CMEA trade are still SUbstantially below current world
market prices, 35/ the 1975 prices were much higher than those of 1971-1974. In
the short run, the Soviet Union is likely to be the principal beneficiary of the
decision to approximate more closely world market price developments in the CMEA
region. By the same token, Czechoslovakia, the German Democratic RepUblic and
Hungary, in particular, will have to reckon with the declining terms of trade at
least in the immediate future.

34/ Average price changes in Hungarian trade with the rouble area have been
reported as follows (1974 =100):

Energy and fuels
Raw materials
Machinery and equipment
Manufactured consumer goods
Food-stuffs

Total

Exports

209·7
117,3
110,9
113.4
123.4
125·7

Imports

194.7
132.5
105.9
105.5
119.2
114.7

Source: Statisztikai havi kozlemenyek (Budapest), 1976, No. 2-3.

35/ The price of oil in Soviet-Hungarian trade, for instance, was kept at about
$21 per ton until 1975, when it was changed to $48, (Nepezabadsag (Budapest),
23 February 1975), as against a 1975 average price for Persian Gulf oil of $85
(f.o.b. Ras Tanura). (The Hungarian source cites for comparison purposes an early
1975 price for oil purchases on capitalist 'markets of $110 per ton, which presumably
is c.i.f. Hungary.)
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Shifts in the commodity composition of intra-CMEA trade are determined largely
by the level of development and the potential supply of so-called "hard" goods
(energy and fuels, most industrial raw materials and food-stuffs). Changes in the
early 1970s were not large (see table 11-17). Evidence for Czechoslovakia, Hungary
and Poland - countries that publish detailed data regarding the commodity
composition of their trade with socialist countries 36/ - confirms the continuation
into the 1970s of the trend of the 1960s: the more highly developed members
exported mainly finished manufactured products"the share of which in regional trade
remained virtually unchanged, and gradually increased the import share of those
products. 37/ In the less developed centrally planned economies the composition of
regional exports changed relatively rapidly in favour of manufactured products,
while the commodity composition of imports stayed virtually constant. r'heRe changes
are in general larger than those noted earlier with respect to the commodity
composition of all exports and imports. The Soviet Union retained its important
role as the primary supplier of Eastern Europe's fuels and raw materials imports
and as the chief purchaser of the region's exports of finished manufactured products.

The available information regarding the commodity composition of trade may be
too aggregated to reveal significant shifts within the four main reported
categories. Such shifts are likely to ensue from regional specialization measures
and from the trade-intensification strategy adopted by nearly all centrally planned
economies as part of a more intensive development strategy, which entails a
compression of the spectrum of activities that individual countries engage in for
the sake of reaping economies of scale.

Integration policies, 1971-1975

The framework for the gradual development of socialist economic integration
was outlined in great detail in a "Comprehensive Programme for the Further Extension
and Improvement of Co-operation and the Development of Socialist Economic Integration
by the CMEA Member Countries ii

, which was approved at the opening of the current
decade. 38/ On the basis of this programme, member countries have made considerable

36/ Comprehensive data regarding the commodity composition of intra-CMEA trade
alone-are not available. Since trade with the non-CMEA socialist countries is
small, the composition of trade with all socialist countries has been assumed to
be indicative of shifts in the composition of regional trade.

37/ In the case of Hungary, data are also available in constant prices. These
suggest that the importance of finished manufactures increased rather more, in
both imports and exports, than is indicated by current price data. Correspondingly,
there was a sharper diminution in the role of raw materials exports and food
imports (see table 11-18).

38/ The "Comprehensive Programme" was adopted during the twenty-fifth CMEA
session in Bucharest in July 1971. The document has been made available in all
major languages by the CMEA Secretariat. The official Russian version is reproduced
in P. A. Tokareva, M. D. Kuariashov and V. I. Morozov, eds., Mnogostoromnee
ekonomicheskoe sotrudnichestvo sotsialisticheskikh osudarstv - sbornik dokumentov,
2nd ed. Moscow, Iuridicheskaia literatura, 1972), pp. 29-103.
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progress in regional co-operation, especially with respect to: (~) the creation of
common enterprises and joint ventures; (b) the formulation of co-ordinated and joint
plans, and their incorporation into the planning process of each member country;
(c) the improvement of monetary and financial instruments, and (d) the participation
in large-scale, multinationel investment projects, especially in-advanced technology,
energy carriers and industrial raw materials. Several other important decisions
were also made, so as to ensure a stable expansion in intra-regional trade, to
accelerate production specialization, and, generallY,to promote efficient progress
in most other areas of economic interdependence among member countries.

Not all the regional economic activities of the past five years were solely
inspired by the provisions of the Comprehensive Programme. The swift implementation
of some measures was apparently in response to developments abroad which could not
have been predicted in the late 1960s when the Programme was discussed (e.g., world
market inflation, raw materials shortage, recession in the developed market
economies, ~nd the opportunities for expanded East-West trade as a result of
polit.ical detente), while other measures ensued directly from the problems
encountered in fostering the production-type of integration sought by the centrally
planned economies (e.g., the practical problems of co-ordinating comprehensive
national economic plans, and the organizational and legal obstacles to greater
regional division of labour).

Policy steps inspired by the Comprehensive Programme were accompanied by a
rapid expansion of regional trade and a great number of informal initiative to
promote trade, production specialization and co-operation in the CMEA area.
Moreover, the groundwork was laid to accelerate the pace of integration in the coming
medium-term plan period (1976-1980) as a result of a carefully woven multilateral
programme of integration measures, the dovetailing of the new five-year plans, the
incorporation of integration measures into the national economic plans, and
detailed trade agreements associated with co-operation and integration plans.

The integration programme of 1971

In July 1971, the then active CMEA members (BUlgaria, Czechoslovakia, the
German Democratic RepUblic, Hungary, Mongolia, Poland, Romania and the USSR) 39/
ratified the Comprehensive Programme. This basic document charts the main paths
towards deepening and widening virtually all types of economic co-operation between
the CMEA members on a regional as well as a subregional level until about 1990, and
expands on matters of principle and substance concerning the speedy transition
towards regional economic integration. In particular, the centrally planned
economies agreed to a number of principles and a series of deadlines for decisions
on important policy, organizational and other issues. Furthermore, the programme
offers a number of suggestions with regard to measures that are expected directly
to inspire national and regional economic policies of the CMEA member countries.

39/ Albania is officially a full CMEA member, though it has not participated
in CMEA affairs since late 1961. Cuba joined the organization in 1972. Finland
and Yugoslavia have an associate status. Although they participate in some CMEA
affairs, associate members do not necessarily endorse decisions taken by the active
members.
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Socialist economic integration is to serve several interrelated goals in the
economic, political, strategic and legal sphere. 401 Its main objective is to
elevate lithe material well-being and cultural level of the fraternal countries on
the basis of scientific-technical progress, the greatest effectiveness of social
production, {ani! labour productivity growth II • 411 The centrally planned economies
hope to accomplish this by reducing the most striking differences in relative
economic scarcities within the CMEA as a result of increased economic
interdependence in trade and production.

In order to steer effectively the intensification of regional economic
interdependence, the integration strategy is to be buttressedfby a number of direct
and indirect cc-ordination instruments. Most of the instrumerlts included in the
Comprehensive Programme are already extant, but must be adapte',d since they will have
to serve more complex tasks than heretofore. The instruments making up the
ueconomic mechanism" of socialist economic integration may be grouped into three
categories: the co-ordination of national economic plans and joint planning in
various selected subsectors; the system of monetary and financial stimuli and
indicators; and organizational and legal bases of co-operation between sovereign
States. From the economic point of view, the first two sets of instruments are of
paramount importance.

Instead of focusing attention primarily on the harmonization of regional trade
intentions by means of five-year trade agreements - the chief co-ordination
mechanism in the past - the centrally planned economies hope to deepen production
specialization, trade, joint production and other areas of co-operation as a result
of including in the national economic plans details of the co-ordinated agreements
on specific integr~tion objectives in addition to the trade flows that may result
from these and other agreements. Such disaggregation-of formal agreements into
national and international input and output flows in the national plans was not
used very intensively in 1971-1975, mainly because the first agreements regarding
IIplan co-ordinated integration ll were signed well after the national five-year plans
were approved.

Direct co-ordination involving the dovetailing of national economic plans is
of two chief forms. First, economy-wide or sectoral plans formulated in the
several member countries will be co-ordinated by means of bilateral and multilateral
negotiations and consultations regarding the draft plans themselves and the implied
regional and other flows of goods and services. Secondly, subsectors or individual
tasks may be planned jointly by the economies involved and then included in the
process of co-ordinating national plans. Both types of plan co-ordination are to
be complemented by frequent bilateral and multilateral consultations regarding
economic policies and developments within the region as well as with regard to
problems affecting trade and co-operation with other countries.

40/ Eight sets of goals are identified in the Programme (see P. A. Tokareva,
M. D.Kudriashov and V. 1. Morozov, eds., op. cit., p. 32).

41/ N. N. Shinkov, "Kompleksnaia programma - dokument ogromnoi istoricheskoi
vszhnosti II, in M. V. Senin, et al., eds., XXV let SEY - Itogi 2 zadachi, perspektivy.
Materialy mezhdunarodnoi nauchnoi konferentsii (Moscow, CMEA Secretariat, 1974),
p. 71.
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The second set of instruments to be used in promoting the integration process
comprises an assortment of market-type indicators and institutional changes in the
trade and payments model. Indirect co-ordination instruments such as prices~

interest rates~ exchange rates etc. will be utilized in the formulation and
implementation of national and regional plans. Furthermore, institutional changes
such as multilateralism in trade and payments, and more frequent contacts between
producers and consLuners of various economies, will help to assure the realism of
the indirect co~ordination instruments and facilitate the implementation of
co-ordinated plans. Such modifications in the trade and payments model are
expected to playa subordinate, albeit important, role in the process of formulatil~g

and implementing national and regional plans.

CMEA organizatio~

Co-operation of the centrally planned economies of Eastern Europe and the
Soviet Union is organized on many interrelated levels. Apart from various bilateral
and multilateral contacts among Governments and Party delegations, the principal
meeting ground is CMEA. This institution was created in 1949 as an inter-State
advisory organ dealing with the co-ordination of trade and co-operation among
member countries. ~?I

At the beginning of the 1970s, the Council's organizational structure comprised
a Council session as its highest organ, an Executive Committee, a Secretariat, a
number of standing commissions, several institutes and various conferences.

During 1971-1975, CMEA's organizational structure was further elaborated by
the creation of three special committees (for planning, material supply and
scientific-technical co-operation) directly responsible to the Executive Committee.
Several new standing commissions were also created (postal and telecommunications
in 1971 and civil aviation and health in 1975) and a few were replaced by the
higher-level committees. The responsibilities of the standing commissions were
expanded by subdividing the tasks of various working parties and subcommittees
that prepare their recommendations. The activities of the various working bodies
were stepped up in response to the desire of members to foster regional economic
integration and to implement the trade-intensification strategy that most of them
had adopted. The Council and its organs recommended a number of specialization and
joint venture projects, and elaborated a more generally applicable set of
guidelines and agreements to govern regional integration measures. The Council
organs also played an instrumental role in formulating common projects funded
jointly by member countries.

The Comprehensive Programme recommended that the member countries implement
measures to enhance the Council's role in organizing multilateral economic,
scientific and technological co-operation. 43/ While some organizational changes
resulted from the implementation of the Comprehensive Programme, the centrally

42/ For a survey of CMEA's organizational evolution and an examination of its
present struct11re, see N. V. Faddeev, Sovet ekonomicheskoi vzaimopomoshchi,
3rd ed. (Moscow ~ VlEkonomi ka", 1974), pp. 64-66.

43/ For further details, see chap. 16 of the Programme in P. A. Tokareva,
M. D. Kudriashov and Vo 1. Morozov, eds., op. cit., pp. 100-102.
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planned economies reaffirmed their intention not to change the organization's
status as an inter-State advisory body. Rather than set up supranational
institutions 9 the centrally planned economies intend to develop integration between
sovereign States. Nevertheless, the implementation of the many different tasks
outlined in the Comprehensive Programme will inevitably tend to increase the role
of the intergovernmental institutions, especially in preparing recommendations with
respect to integration measures.

One significant institutional development in the 1970s was the proliferation
of autonomous organizations or ad hoc consultative commissions in charge of specific
subsectors or narrowly defined economic problems that could, in principle, be
handled by a standing commission. Of the 48 such international organizations now
extant, 25 were created in 1971-1974. 44/ Although relations between the CMEA
organs and the new organizations are very close, some of the topics dealt with by
the latter were removed from the relevant commission's agenda. One reason for this
was the difficulty encountered by the formal CMRA organ in dealing with isolated
issues. 45/ In order to concentrate on these problems and accelerate integration
by concrete actions in well-defined fields rather than by reaching more
comprehensive agreements in principle, it was decided to create special organs. 46/
Another reason for setting up special institutions lay in the fact that it was
inappropriate for the Council's organs to become directly involved in the day-to-day
details of production specialization and co-ordination of actual economic
activities. Thus, devolution of tasks, first tried in the middle and late 1960s,
was endorsed by the Comprehensive Programme as a practical road to expanding the
range and diversity of integration activities.

Integration instruments

The Comprehensive Programme calls for the gradual improvement of the
co-ordination of national economic plans as the principal vehicle by means of which
policy measures with respect to integration are to be implemented. The
possibilities of intensifying regional co-operation, bilateral as well as
multilateral, through plan co-ordination were thoroughly explored in the early
1970s. The centrally planned economies are now aiming at the joint formulation of
projects in such a manner that specific agreements would become integral parts of
national economic plans.

44/ H. Zachiedrich, "Internationale Wirtschaftsvereinigungen der
RGW-Mitgliedslander", Deutsche Aussenpolitik (Berlin), 1975, No. 11, pp. 1678-1687.

45/ The first such organization created under the provisions of the
Comprehensive Programme is Interatominstrument. This is a trust formed by
enterprises of members in order to co-ordinate research, specialization and
marketing of machinery and equipment for the use of atomic energy in the civilian
sector.

~ See G. Proft, H. Liebsch and K. Werner, Planung in der sozialistischen
okonomischen Integration (Berlin, Staatsverlag der DDR, 1973), pp. 141-142.
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Until efforts were begun to implement the recommendations contained in the
Comprehensive Programme, plan co-ordination was by and large confined to reaching
consistency in regional trade intentions. Specialization and co-operation
agreements reached at the highest governmental or Party level were to be
implemented at each partner's discretion. Similarly with respect to more general
agreements regarding economic policy, especially investment intentions: information
was exchanged in great detail but not always heeded in formulating plans. These
agreements and policy exchanges were often too general to be readily translated
into quantitative information for comprehensive economic planning. In any case,
the main determinants of trade flows - the level and distribution of investments,
for example - went largely unco-ordinated. The new procedures regarding integration
through plan co-ordination should assure the implementation of dovetailed policy
measures.

The visible results of planned integration measures in 1971-1975 were rather
limited, partly because previous principles, methods and decisions had to be
recast, but mainly because the five-year plans for the early 1970s had been
introduced before the Comprehensive Programme was approved and could not be
revised, even though in some cases innovations were in fact included in the annual
plans for 1974-1975. 47/ In the early 1970s the co-ordination of plans for some
large-scale investmen~rojects (see below) was also completed, but these had minor
effects on the execution of the 1971-1975 plans since they are to be implemented
mainly in 1976-1980.

During the twenty-ninth Council session (June 1975), a first multilateral
programme of integration measures was approved for 1976-1980, and each member has
incorporated the ensuing obligations in its medium-term and annual plans. The
measures are designed in particular to promote the regional reallocation of
investment funds connected with loans approved by the International Investment
Bank (lIB) and the implementation of several large-scale projects, especially in
the raw materials and fuel sectors.

The plan af multilateral integration measures deals broadly with three
different tasks. First, it contains details regarding the material, financial and,
in some cases, labour transfers for the joint projects started in 1974-1975
(a cellulose manufacturing complex in Ust'-Ilim, an asbestos enrichment plant in
Kiembaev, a gas condensate plant in Orenburg and a 2,800-kilometre gas pipeline to
the Soviet-Czechoslovak border). This part of the project amounts to some
TR 9 billion, 7 billion of which refers to 1976-1980. 48/ Secondly, a number of
multilateral specialization and co-operation agreements in the engineering and
chemical sectors are detailed and co-ordinated with the activities of the relevant
international economic organizations. Thus, one of these agreements foresees
specialization in the production and trade in various types of ball-bearings to

47/ In particular between the German Democratic RepUblic and Bulgaria, on the
one hand, and the Soviet Union, on the other.

48/ The German Democratic Republic's share in the programme is
3.4 billion marks, of which 3.1 billion pertains to 1976-1980 (Die Wirtschaft
(Berlin), 9 July 1975, supplement p. II). At the commercial exchange rate this
amounts to some TR 730 million and 665 million, respectively. Investments for
common integra~iGn measures in 1976-1980 totalling 7-8 billion marks are included
in the new five-year plan of the German Democratic RepUblic.
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a value of TR 500 million. 49/ Thirdly, scientific and technical co-operation
projects are included in the-integration plan, especially in order to improve and
extend new sources of fuels and energy.

The total value of measures included in the new plan has not been disclosed.
The value of the large-scale investment projects is rather modest in comparison
with the planned total value of intraregional trade or the total investment
volume scheduled for 1976-1980 in member countries. 50/ The real significance of
the integration plan is therefore not its comprehensiveness, but the fact that for
the first time such a plan has been constructed, that it deals with crucial
components of regional co-operation and trade, and that it entails significant
regional capital flows. 51/ As a result, production of some basic mateyials
(electrical energy, liquid and gaseous fuels, cellulose, asbestos, iron ore,
ferro-alloys, nickel etc.) will be significantly stepped up, thus easing the tight
market for such products in the CMEA area.

The centrally planned economies hope to bring about regional integration
through direct measures in the production sphere. Although the co-ordination of
national economic plans will be the key instrument in forging ahead with production
integration, market-type instruments will also be allotted an important role in
implementing integration measures, especially in the formulation of tasks on the
basis of the cost-benefit calculus. In order to promote efficient decision-making
with respect to regional integration, the Comprehensive Programme outlined
improvements that might be made in specific monetary and financial instruments as
well as revisions in the associated institutional mechanism.

Since the Programme was approved, the stipulations regarding money and finance
and the means by which such measures could be implemented have been intensively
investigated. The reformulation of the price-formation mechanism in intra-CMEA
trade in late 1974 and early 1975 was apparently one result. Two years earlier an
agreement was reached on methods for the calculation of costs and revenues of joint
investment projects or joint enterprises. 52/ A 1973 agreement permitted the

491 DDR-Aussenwirtschaft (Berlin), No. 47, 19 November 1975, p. 2. According
to other publications, the value of this trade will amount to TR 600 million.

501 The share of funds committed to these projects is probably less than
2 per-;ent of total investment planned in 1976-1980 by the Eastern European
countries.

51/ The Bulgarian 1976 plan values participation in commOn investment projects
at 27~2 million valuta leva, a threefold increase over 1975.

521 The relevant documents have not yet been released. The Varna agreement
of late 1972 would seem to be a refinement of the so-called Berlin method,
according to which total expenditures on a common venture are disaggregated into
several components - construction, tradeable items and labour. These groups of
expenditures are then converted into transferable roubles by means of a set of
commercial, non-commercial and ad hoc exchange rates. The new agreement refines
the accounting methodology and the procedures to be followed when establishing such
joint ventures. See Finance (Warsaw), 1975, No.2, pp. 18ff.; Finansi i kredit
(Sofia), 1974, No. 10, pp. 44ff.; Planovane hospodarstvi (Prague), 1973, No. 12,
pp. 52ff.
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Introduction of new exchange coefficients for "non-commercial" transactions 53/ at
the option of each pair of partners. 54/ Settlement of imbalances in non-trade
transactions has been facilitated by the provision that members may transfer
transferable rouble balances from the trade account at the International Bank for
e1conomic Co-operation (IBEC) for this purpose. In January 1974, the amount of local
currency that tourists may freely exchange in any other member country was
increased from 10 to 30 roubles. 22J

In general, it would seem that the centrally planned economies have made little
progress in exploring the opportunities for more multilateralism in regional trade.
since January 1973 members may agree to convert up to 10 per cent of balances
outstanding at IBEC into Western currencies after fulfilling a few conditions, but
what use has been made of this provision has not yet been disclosed. Intra-CMEA
payments affected in currencies other than the transferable rouble appear to have
been expanded. 56/

One of the institutional changes envisaged in the Comprehensive Programme
involves the gradual liberalization of trade quotas. Members were invited to limit
_~he use of detailed physical quotas to the most essential transactions only, and
to explore the possibilities of widening the scope of value quotas both for
individual commodities and for groups of commodities, especially in the field of
durable consumer goods. It would seem that liberalization of the trade regime by
limiting the use of physical quotas has proved more difficult than originally
anticipated. 57/

The process of making the Eastern European currencies, the Soviet rouble and
the transferable rouble reciprocally convertible has been under investigation for
a long time. Similarly, the possibility of convertibility against Western
currencies has been extensively explored with the main focus on the conditional
convertibility of the transferable rouble. In the short and medium run, the

53/ All transactions in foreign currency outside the field of commodity trade
and related services are termed "non-commercial" and conducted under special rules,
inclUding separate "non-commercial" exchange rates. The coefficients in question
are used to translate balances arising from such transactions into the foreign
trade currency units ("valuta rouble", "deviza zloty" etc.).

5'4/ Negotiations on these rates are apparently still incomplete, but in the
cours~of 1974-1975 new exchange rates for tourist and other non-commercial
transactions were announced in all countries of the area, except Romania.

55/ In general, however, each member's exchange policy is determined
nationally: no member is required to exchange more than the equivalent of
o roubles per person into local currency.

56/ This may have resulted primarily from the widening gap between world
rru.arketprices and the fixed intra-CMEA prices until late 1974. Above-quota
deliveries, especially of very "hard" goods, such as fuels and non-ferrous metals,
were probably sold for hard currencies.

57/ Poland and Hungary have explored the possibility of using value quotas p
Commodity group, but in 1971-1973 only 2 per cent of Hungarian-Polish trade was
cleared in this way. According to Polish and Hungarian sources, the use of value
quotas in other bilateral transactions is even smaller (Gospodarka planowa (Wars~

fo. 4, 1974, pp. 268-270).
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centrally planned economies hope to establish regional convertibility, especially
for non-trade transactions, with regional tourism as the main beneficiary. This
objective is within reach since it would require only few changes in the present
settlements mechanism for linon-commercial" transactions. To be meaningful,
however, the economies must first decrease the disparities in relative consumer
prices which are still very large.

In 1970-1971, several important changes were enacted in the credit policy of
IBEC. The six types of credit formerly used were replaced by two - settlements
credits and short-term credits. Interest-free settlements credits were abolished
and the ceiling of this credit type lowered to 2 per cent of mutual trade. Interes
rates for deposits and, especially, for credits were revised. These measures were:
designed to stimulate trade and to reinforce payments discipline, but did not altel
the settlement mechanism itself.

On the basis of the available evidence, the centrally planned economies appew
to have made more progress in specifying the plan co-ordination mechanism of
socialist economic integration than in rounding off an interrelated set of monetar~

and financial measures. But the countries continue to seek improvements in both
areas with the object of elaborating a comprehensive socialist integration system.

Specialization

The centrally planned economies wish to widen regional economic co-operation
primarily by direct actions affecting production rather than through indirect
co-ordination instruments. Production integration is to be promoted typically
through detailed specialization agreements, to be incorporated in the plan
co~ordination process and, hence, in the network of enterprise and trade plans of
the countries involved. During the past quinquennium, the number of bilateral and
multilateral specialization agreements has increased rapidly and their scope has
considerably widened. The absence of sufficiently disaggregated information,
however, makes it difficult to assess their impact.

Two types of specialization can be distinguished. The first relates to the
exploitation of natural resources, where specialization results essentially from
differences in natural resource endowments and the over-all security consideratior
of the region as a whole. 58/ The second type of specialization relates to the
industrial sectors, particularly some of the advanced production activities.
Traditionally, specialization in manUfacturing and other industrial branches has
been based essentially on the final product because this is more easily fitted int
the domestic management framework of the centrally planned economies. In recent
years, however, especially in the 1970s, they have devoted special attention to
joint production, i.e., specialization in parts and components. Successes have
been attained especially in newly introduced products (e.g., the automobile indust
and the computer industry). In general, such products have been developed througl
co-operation at each stage, starting from the research phase and ending with
commercialization. But some cases are known where foreign licences have been boug

58/ Co-operation agreements for these activities are as a rule only signed
when development or production costs are shared by two or more partners.
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and production has been spread over several economies. 59/ Another aspect of this
type of specialization that has increased in the 1970s is the arrangement to
redistribute existing capacities for one or more products in order to exploit scale
economies, particularly in the production of parts and components. Such agreements
have usually been bilateral.

JUdging by the share of products subject to specialization agreements in the
regional trade of the German Democratic Republic and Bulgaria, there has been a
substantial increase in intragroup specialization in the 1970s. In the case of
the German Democratic Republic, the share of "specialized products" in exports to
the CMEA region increased particularly rapidly, owing primarily to the expanding
role of such deliveries in trade with the USSR, but showed a rising trend also in
imports. 60/ In Bulgaria's total exports to the CMEA countries the share of
specialized machinery and equipment rose from 12.4 per cent in 1970 to 18.8 per cent
in 1974. 61/.

Most specialization agreements apply to manUfacturing - especially the
engineering and chemical branches - but perhaps more significance should be attached
to the recently signed co-operation agreements regarding fuels and industrial raw
materials, which are of particular importance to the de facto specialization of
the centrally planned economies and the balance in the CMEA market.

59/ Perhaps the best known case is the co-operation in the production of
Zhiguli cars (see B. Csikos-Nagy, Socialist Price Theory and Price Policy (BUdapest,
Akademiai Kiado, 1975), pp. 316-317).

60/ "Specialized products" refers to products for which specialization
agreeID;nts have been concluded. Most of these protocols concern commodities in
the engineering and chemical sectors. The trends in foreign trade of the German
Democratic RepUblic can be illustrated by the following data:

Share of "specialized products" in the trade of the
German Democratic Republic with other CMEA countries

(Percentage)

Source: Computed from data in Svet hospoda~stvr (Prague), No. 85
(15 July 1975), p. 4.

61/ Calculated from data in V"nshna t"r oviia na Narodna Re ublika B"lgariia
statiSticheski danni, 1939-1974 (Sofia, 1975 •
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Mobility of production fa~tors

An important feature of regional economic development among the centrally
planned economies during 1971-1975 was the launching of common economic ventures
and the increase in the mobility of capital and. to a less extent 9 of labour.
Capital mobility was enhanced as a result of the creation of the International
Investment Bank in 1971 and the associated institutional mechanism for
redistributing regional capital funds and~ perhaps more important. of funds raised
in international capital markets. The activities of lIB during 1971-1975 were
limited by the fact that expected investment resources for that period had been
allocated before the bank was founded. Moreover, the bank's disposable funds
remained small and it proved more difficult than expected to mobilize loan
commitments in transferable roubles after the regular trade protocols for 1971-1975
had been co-ordinated.

A number of multilateral and bilateral agreements were concluded on joint
ventures, associations between industrial subsectors. and co-operation in the
creation of production facilities. The mechanism adopted differs from project to
project. The highest form of integration occurs in common production enterprises.
but this form of co-operation has remained the exception rather than the rule. 62/

A more common method of pooling resources takes the form of a trust arrangemeni
in which enterprises in different countries join in the common project. 63/ The
trust will usually be responsible for planning, research and development:-and
sometimes for sales policy, especially in Western markets. In the early 1970s,
several such organizations were set up either as international economic
organizations (mezhdunarodnye khoziaistvennye organizatsii). which are
self-financing, or as inter-State economic organizations (mezhgosudarstvennye
ekonomicheskie organizatsii). 64/ which are essentially bUdget-financed. Most of
the joint ventures are bUdget-financed although the founders' intention appears to
be to convert the~ to a self-financing status eventually. 65/ Since these
organizations are mostly concerned with administrative tasks or research. they
contribute only indirectly to regional production specialization. Hence their
impact on the socialist integration process is hard to assess.

62/ There are now only four such joint production ventures. Haldex, a
Polish-Hungarian venture created in 1959. recovers coal and construction materials
from Polish slag heaps; PrzYiazn-Freundschaft, a joint venture of Poland and the
German Democratic Republic lnitiated in 1972, produces textile fibres; the Soviet
Mongolian enterprises Mongolsovtsvetmet, a copper-molybdenum extraction and refiner,
plant, and Erdenetiin-Obo, a geological surveying institution that also extracts
and refines non-ferrous ores, were both created in 1973.

63/ Some of these organizations are: Interetalonpribor, which co-ordinates
research and production of precision measurement instruments; Interelektro, which
co-ordinates research, production and trade, and recommends specialization in the
electronics sector; Interatomenergo, which co-ordinates research and construction
of nuclear power stations.

64/ This distinction appears in the Comprehensive Programme (see P. O. Tokarev
M. D.:Kudriashov and V. I. Morozov, eds., Ope cit., pp. 64-70).

65/ In some important agreements. th~ phrasing of the statutes indicates that
the member countries will support the organization for a limited period only. after
which the capital expenditure and current outlays are to be fully covered from
current earnings. This is the case, for instance, in the Interatominstrument
statutes.
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The creation of common economic organizations has given rise to many legal,
financial and organizational problems stemming from the traditional insulation of
Ghe individual centrally planned economies from each other and from the rest of
Ghe world. Pending the solution of these questions, the members have devoted
~onsiderable attention to indirect capital participation as a motor force for
~ccelerating regional integration in Eastern Europe. From a long-term perspective,
Ghe creation of a banking mechanism for this purpose may prove to be of singular
lmportance.

The International Investment Bank started operations in Moscow in 1971 with
~ statutory capital of TR 1 billion - 30 per cent in convertible currencies. 66/
~e bank is primarily concerned with granting medium- and long-term credits to
nember countries for projects that will promote closer regional economic
~o-operation. The bank also has a special fund of TR 1 billion - 5 per cent in
~onvertible currencies - to grant loans to and promote co-operation with developing
~ountries•

The bank is entitled to grant credits on the basis of its own capital and
~ccumulated reserves, deposits by banks, resources offered ad hoc by member
~ountries, and funds raised on capital markets (especially in developed market
~conomies). Until mid-1975, the bank relied primarily on its own resources, the
)nly additional funds coming from medium-terms Eurocurrency loans raised in
1971-l974 to the extent of approximately $125 million. In 1975, however, the bank
3ubstantially expanded its engagement in Western money markets where it obtained
3everal medium-term loans, totalling at least $470 million. 67/

As of the end of 1974, lIB had approved 39 projects involving an over-all
lnvestment of some TR 5.5 billion, of which about 45 per cent was financed through
[IB loans. Three new commitments were made in 1975 which, according to one source,
)ring total credit commitments for 1971-1975 to about TR 3 billion. 68/
\ substantial part of the loans is in convertible currencies. 69/

Disbursements on loan commitments have expanded rather slowly, partly in view
)f the bank's liquidity situation but also because of organizational obstacles to
~he multilateralization of regional trade and payments. Exclusive of Cuba, the
nembers have thus far contributed 35 per cent of their quota (i.e., some
rR 368.4 million). 70/ Since the bank did not attract deposits and through 1975
)orrowed in Western~arkets only modestly, commitments continue to exceed available
funds. Furthermore, the capital share in transferable roubles cannot be quickly
nobilized, since disbursements in transferable roubles are contingent upon special
regional trade agreements, i.e., protocols outside the regular trade plans. The

66/ Following the accession of Romania in January 1971 and Cuba in
January 1974, the bank's total subscribed capital is now TR 1,068.3 million.

67/ A Eurocurrency loan of $600 million was syndicated in late 1975, and
~pparently approved early in 1976.

68/ Zycie gospodarcze (Warsaw), 11 April 1976, p. 12.

69/ Over the 1971-1974 period, 87 per cent of the loans granted was in
convertible currencies (Finance a uver (Prague), 1976, No.1, p. 67).

70/ Preliminary reports on lIB activities in 1975 indicate that Cuba may have
paid in TR 825,000 (Ekonomicheskaia gazeta (Moscow), 1976, No. 17, p. 21).
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substantial Euro~urrency loans obtained in 1975 and the beginning of 1976 will
greatly increase the liquid funds of lIB and the credit recipients' ability to
carry out the approved projects.

Commitments during 1971-1975 went to many sectors but the largest share by
far was allocated to raw material and fuel projects, especially in the Soviet
Union. Whereas in 1971-1972 most of the loans were committed to projects in the
manufacturing and chemical sectors, in 1973-1975 most loans were for the productio~

of fuels and raw materials. The largest project co-financed by lIB is the Orenbure
gas-condensate plant and the construction of the new pipeline from Orenburg to the
Soviet Union I s western frontiers. 711 I

In contrast to capital transfers, intraregional redistribution of labour
resources has not played a significant role in the integration planning of the
socialist countries, in spite of the growing labour shortage in some (particularly
Czechoslovakia and the German Democratic Republic) and the relative abundance in
others (particularly Bulgaria and Romania). Promotion of labour mig.ration to even
out these relative labour scarcities is not an objective of the socialist
integration programme. All centrally planned economies stress domestic full
employment as the main policy goal, and such labour migration as does occur is in !

most cases temporary, motivated by trade and co-operation conditions or by a desire
to increase the qualification of the migrating workers. 72/

Several types of international labour eXChanges may be distinguished. The
traditional form of temporary labour exchanges in connexion with foreign trade 
export of services or goods or export of goods accompanied by experts during an
installation or break-in period - has continued to expand. The engagement of
construction crews from one country to build ona project basis in another member
country probably constitutes the largest component. This type of exchange began
in the 1960s and has expanded rapidly in the early 1970s. 73/

A second type of labour migration involves on-the-job training abroad. The
best-known example is the training of Hungarian workers in selected manufacturing
sectors of the German Democratic RepUblic. 74/ The volume of these exchanges
appears to have remained relatively static since the mid-1960s.

71/ The loan amounts to at least TR 1.8 billion.

72/ See T. A. Vais, "Sotrudnichestvo stran-chlenov SEV v izpol'zovanii
trudovykh resursov", in 1. E. Mikul' skii, ed., Trudovye resursy i nauchno
tekhnicheskaia revoliutsiia (Moscow, Mysl', 1974), pp. 231-245.

73/ Thus, in 1974 Polish construction crews in Czechoslovakia had completed
12 investment projects, were engaged in 14 more, and 14 new projects were contract I

for the middle and late 1970s (Voprosy ekonomiki (Moscow), 1975, No.9, p. 110).
Polish construction enterprises also work in the German Democratic Republic. Sovii
construction workers playa significant role in Mongolia's investment programme.

74/ About 10,000 Hungarian workers are involved. This amounts to less than
0.2 per cent of the total labour force in the German Democratic RepUblic
(T. A. Vais,loc. cit., p. 237).
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Labour transfers in the context of participation in regional projects is a
relatively new form of co-operation among the socialist countries. In the
mid-1960s, Bulgaria and the Soviet Union agreed jointly to exploit the lumber
resources in the Komi Autonomous Region (USSR), mainly with Bulgarian workers and
Soviet natural and capital resources and expertise. 75/ Perhaps the most
significant co-operation project of this kind is the()renburg pipeline construction
venture, which was initiated in 1974 and will be the most important joint
construction project in the 1976-1980 plan period. The Orenburg project calls for
a significant number of skilled workers from the various member countries to be
temporarily detached to the USSR. In 1976-1978 perhaps 15,000 to 25,000 workers
from five participating Eastern European countries will be involved. 76/ At the
end of 1975, about 5,500 workers from Eastern Europe were engaged in the building
of quarters for the crews that will soon become active, the construction of
compressor stations and preparatory work on the pipeline.

Lastly, since the late 1950s there has been a significant increase in border
exchanges, especially between Poland, Hungary, Czechoslovakia and the German
Democratic Republic. This type of migration accounts for most of the labour
exchanges among the centrally planned economies.

The total number of foreign workers engaged in the CMEA countries in the
mid-1970s, most of whom come from other CMEA members, has been estimated as
100,000 to 200,000. 77/ Even in countries with a shortage of domestic labour, the
significance of such:labour transfers is small, and appears to be declining. 78/
This contrasts sharply with the estimated 9 million foreign workers - mainly from
southern Europe and North Africa - employed in the European Economic Community.

Economic, legal and organizational obstacles have so far impeded conclusion
of an agreement on general principles governing regional migration, and this may

75/ In 1975, some 15,000 to 20,000 Bulgarian lumber workers were to be engaged
in the Komi region.

76/ Romania is not participating in the pipeline construction project.

77/ Czechoslovakia and the German Democratic Republic each employ about
50,OOOforeign workers, mainly from Hungary, Poland and, in the case of
Czechoslovakia, Bulgaria (Voprosy ekonomiki (Moscow), 1975, No.9, p. 106). In
the USSR, about 25,000 Bulgarians constituted the largest contingent of foreign
workers before the Orenburg project. Foreign - mainly Soviet - work crews in the
construction sector are significant in Mongolia.

18/ In Czechoslovakia, a net labour importer, the share of all foreign workers
in thetotal labour force in 1914 was less than one fourth of 1 per cent, of which
the largest part was accounted for by border exchanges (Synteza (Bratislava),
February 1915, p. 9). Hungary is a net exporter, but the total number of
Hungarians working abroad in 1914 - 11,000 - was lower than in any other year of
the 1910s. In the early 1910s the number involved was less than 0.2 per cent of
the total labour force (Statisztikai eVkonyv, 1914 (Budapest, 1914), p. 109).
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(cave kept the number of migrants below expectations. 79/ In view of the desire of
each country to provide sufficient work at home. it is not considered likely that
greater intraregional migration would significantly ease labour scarcities in the
region in the near future even if economic and other hindrances to labour mobility
could be removed. 80/ It is perhaps in response to the low potential for
intra-CMEA migration that Czechoslovakia recently signed agreements with Yugoslavia
and Cyprus to import workers from these countries.

Co-operation in raw materials and energy

Most of the Eastern European countries depend on imports for a wide variety
of industrial raw materials ancl fuels. The Soviet Union. on the other hand,
possesses vast resources that could be exploited in such a way as to permit the
regional demand for raw materials and fuels to be satisfied from within the CMEA
area. Though these economies have traditionally relied largely on regional
supplies, there is no explicit indication that they now aim at self-sufficiency in
most industrial raw materials and energy carriers.

Most industrial raw materials, electrical energy and fuels are considered
"hard" commodities on the CMEA market since the potential demand for such products
in the Eastern European countries tends to exceed the potential supply. This late!
market disequilibrium has various causes. Perhaps the main cause for the chronic
shortage of most fuels and industrial primary goods is the poor domestic endowment
of the Eastern European planned economies and their rapid industrial expansion.
Most of these countries possess relatively poor natural resources that can hardly
satisfy the domestic demand for such products. (Exceptions to this are Polish
coal and Hungarian bauxite.) The very fast rise in demand as a result of their
post-war industrialization strategy has contributed to the potential shortage of
such goods.

In spite of strenuous efforts to reduce the per unit input of raw materials
and energy carriers, consumption has continued to expand at rates that are only
slightly less than those for industrial production. and in some cases. even higher
Domestic production of raw materials and fuels has also expanded, but in most case
at steeply rising costs as poorer resources have had to be tapped. In the 1970s
there was a general increase in the dependence on imports in respect of fuels and
electrical energy in nearly all the centrally planned economies.

The second basic reason for market disequilibrium stems from autonomous price
policies combined with the real increase in exploitation costs in the member
countries. In regional trade, the centrally planned economies have tried to peg
prices to historical world market prices 81/ which, until recently, have decreased
in terms of the unit values of manufactured products in the developed market
economies.

79/ The Polish-Czechoslovak agreement on labour exchange included a target of
26.00o-Polish workers to be engaged in Czechoslovakia in 1973, but the actual
number was about 19,000 (Synteza (Bratislava), February 1975, p. 10).

80/ T. A. Vais, op. cit., p. 239.

81/ Actual trade prices, however. are negotiated bilaterally.
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The Soviet Union possesses ample resources to redress the ~1EA market balance
for many raw materials and fuels, but it is not in a position to commit sufficient
investment funds for such ventures from domestic sources without jeopardizing its
own development strategy. Capital resources in the Eastern European countries are
also limited and their transfer abroad is subject to a number of legal, economic
and financial problems. Furthermore, the centrally planned economies have been
reluctant to diversify their supply sources not only because of the chronic
shortage of hard currency reserves but also for security reasons.

In the late 1950s and early 1960s serious efforts were made to reduce the
regional shortage of hard goods by common efforts. Although a number of so-called
special-purpose credits were granted by the importers to the producer countries
(mostly on a bilateral basis), it was clear that the latent market disequilibria
could be redressed only by considerably larger common efforts. The price explosion
for raw materials and energy carriers on world markets in the 1970s seems to have
raised the urgency of tackling the regional supply situation, although many of the
issues involved were already agreed upon in principle in the Comprehensive
Programme. Since 1971, these economies have negotiated several large-scale
projects which will be carried out mainly in the 1976-1980 five-year plans.

Perhaps the most significant common investment project currently being
implemented is the "Orenburg operation", which consists of two parts. First, a
large gas-condensate plant is to be constructed near Orenburg and, secondly, the
production facility is to be linked with the western borders of the Soviet Union
through a pipeline that will span some 2,800 kilometres. This second projeet will
further extend the network of gas and oil pipelines that the centrally planned
economies have constructed since the late 1950s. In contrast to earlier joint
projects - such as the first oil pipeline Druzhba (Friendship) 82/ - the Orenburg
project is to be jointly constructed, all active European CMEA members contributing
labour, material and financial resources. 83/ Each Eastern European country
(except Romania which is participating onlY-in the costs of the condensate plant)
1as assumed responsibility for the construction of some 500 to 600 kilometres of
~he pipeline. In some cases, the sections will be constructed by labour crews
from the Eastern European countries, while in other cases, mainly for technical
reasons, the work has been subcontracted to Soviet enterprises. The first
leliveries of gas are scheduled for 1978, with full capacity to be attained in
L980.

Since the early 1960s the electrical power networks of the Eastern European
~ountries have been linked together in the Mir (Peace) power-grid. A high-voltage
Line from Vinnitsa in the Ukraine to Albertirsa (Hungary), now under construction,
Nill be the first link of what eventually will be an interconnected electrical
?ower network of the Soviet Union and the Eastern European countries. Other
?rojects are also under discussion on various levels, such as the direct linking
)f the electrical networks of the USSR and Bulgaria, and the exploration of

82/ Each country was then responsible for the construction of the segment of
the pipeline on its own territory.

83/ The Soviet Union assumes about 50 per cent of the total project costs,
~hile the other members are held responsible for the costs of their assigned
'lectors.
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off-shore oil deposits in the Baltic by the German Democratic Republic, Poland
and the Soviet Union.

Several multilateral projects involving the production of important raw
materials were started in 1974 and will be constructed in the 1976-1980 five-year
plans. These include, among others, the cellulose project in Ust'-Ilim, to be
constructed in 1974-1978 by the Eastern European countries (except Czechoslovakia)
together with the USSR; 84/ the Kiembaev asbestos plant, which will be built in
1974-1980 by all the centrally planned economies of Eastern Europe and the Soviet
Union; 85/ a joint project for the exploitation of iron ore and ferro-alloy
depositS-in the Kursk region (without Romanian participation); and the exploitatic
of nickel deposits in Cuba by all the centrally planned economies.

84/ The Soviet Union's share in the total cost will be about 60 per cent.

85/ The six Eastern European countries will commit more than TR 100 million
this project (Revista Economica (Bucharest), 1976, No.9, p. 30).
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Economic relations with market economies

A central feature in the economic development of the centrally planned
economies of Eastern Europe and the USSR in the first half of the 1970s was
increased reliance on an international division of labour extending beyond the
confines of the socialist group of countries as an instrument for modernizing the
national economy and raising levels of living. Though this policy was not
explicitly articulated in all the 1971-1975 medium-term plans, it came to play an
increasing role in the development strategy of all countries, especially as the
opportunities for expanding East-West trade turned out to be larger than expected.

Trade with developed market economies. 1971-1975

In spite of a setback in 1975, over the first half of the decade the centrally
planned economies' trade with developed market economies emerged as the fastest
growing component of their total foreign trade value. Though prices increased
rapidly in East-West trade, imports from the industrial market countries probably
grew faster than total imports in terms of physical volume also. Measured in
~urrent prices, the combined exports of the socialist countries expanded at an
~verage annual rate of 19 per cent over the five years, and imports at 26 per cent.
rhis signifies a substantial acceleration in the growth of trade value (which had
~rown at an annual rate of about 11 per cent during the preceding quinquennium).
:n quantum terms, however, exports probably grew not much faster than during the
!arlier period, though import growth seems to have accelerated.

The acceleration was somewhat greater in the case of the Soviet Union
average annual growth in trade value of 26 per cent for exports, 30 per cent for
mports) than in the Eastern European group of countries (see table II-7).
ulgaria and Hungary are the only countries in which the growth of exports to
eveloped market economies lagged behind over-all export growth (and decelerated
.arkedly against the preceding period); imports from the industrial West grew at
hove-average rates in every country of the group (table II-8).

Year-to-year changes in the value of the socialist countries' exports to
eveloped market economies mirrored quite closely the fluctuations in the growth
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of the latter's total imports from all sources~ 86/ suggesting that the movements
reflect mainly changing demand forces and price developments in the non-socialist
markets 5 The Soviet experience, however, differed somewhat from that of the
Eastern European countries: Soviet export growth sta,gnated in 1972, owing in
part to supply difficulties connected with the poor harvest of that year as well
as to contrary price developments, and then surged in the following two years as
world market prices increased sharply for important components of the Soviet
export basket .. 87/ The growth of Eastern European exports to the developed market
economies, on the other hand, began to slow down in value terms in 1974 in spite
of accelerating price increases (and was probably negative in quantum terms) ..
The beginning of the recession in the industrial West lost t~e Eastern European
socialist countries some ground in these markets, but several of them were also
affected by trade-restricting measures such as the suspension of meat imports
into the European Ee1l00mic Community.

In every year after 1971 growth in the value of imports from the developed
market economies exceeded by a substantial margin the growth of the latter's
total exports. In quantum terms these imports continued to grow by an
estimated 10-12 per cent even in 1974 (when quantum growth of the industrial market
economies' total exports had dropped to less than 7 per cent) and in 1975 (when
Western exports contracted by some 4 per cent). In 1975, however~ as noted
earlier, imports of the Eastern European countries from the developed West grew
very little in value (and probably declined in real terms) as several countries
acted to protect their balance of payments in the face of below-plan export growth
and the continued rapid growth of Soviet imports was largely the result of special
factors such as the urgent need for additional grain imports in 1975.. None the
less, in 1974 and 1975 the sustained growth of demand for imports into the

86/ Developed market economies and centrally planned economies: growth
of trade value, at 1971-1975

(percentage)

1971 1972 1973 1974 1975
Imports of developed market economies

From all sources • .. .. .. • .. • • • • .. 11.3 18.4 37 .. 6 42.4 0.4
From centrally planned economies bl .. 11.. 6 16 .. 6 47.5 47.6 3.6

Exports of developed market economies

To all destinations 11.9 18.9 36.8 33.1 6.. 3
To centrally planned economies bl 9.. 0 33 .. 3 48.3 44.4 26.7

Source: Centre for Development Planning~ Projections and Policies of
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics, and national data of the centrally planned economies.

a/ Growth rates were computed from trade values in current dollars and
therefore differ in several years from those based on 1971 dollars in
table II-7.

bl Eastern Europe and USSR only ..

871 The increase in the value of Soviet fuel and energy exports to
non-socialist countries alone accounted for 25 per cent of the total increase in
the value of exports to these countries in 1973, and for 60 per cent in 1974.
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socialist countries exerted some countercyclical influence on the development of
world trade though the relatively small share of socialist imports in the exports
of the industrial market economies limited the impact of this stabilizing effect.

In its commodity structure, the trade between the European socialist
countries and the developed market economies continued in the early 1970s to be
primarily an exchange of primary goods (agricultural goods, fuels and raw
materials), which constitute more than half of the socialist countries' exports,
against manufactured products (chemicals, semi-fabricates, investment goods and
consumer manufactures), which are more than two thirds of the socialist countries'
imports. 88/ The structure of exports, which was re-enforced by the prevailing
price movements, showed little change during the period. In the imports of the
socialist countries from the industrial market economies, the fastest growing
component appears to have been agricultural I)roducts (SITC 0 ar,:l 1), reflecting
the grain and feed-stuff imports of several countries of the group. ThUS,
though the imports of industrial equipment and technology expanded rapidly, thei
share in total import value declined during the early years of the decade.
None the less, machinery and equipment imports from developed market economies
constituted one of the main driving forces of import growth and in some of the
socialist countries - notably Poland - provided an increasing share of total
investment goods supplies.

The recent unfavourable developments in the balance of trade seem to have
already affected planning for future economic growth in all centrally planned
economies. As noted earlier, in the national economic plans for 1976, and to
some extent also in the five-year plans for 1976-1980, growth targets have been
lowered, partly in response to less favourable outside factors. Indeed, in the
short run - certainly in 1976 and possibly in 1977, when reduced import growth
is expected - foreign trade may become a barrier to faster economic growth.

Much depends on how fast the major Western countries come out of their
recession and how fast the socialist countries are able to boost their exports
to Western markets. There seems to be no fundamental change in the economic
policies of the centrally planned economies: their basic objective is to continue

Centrally planned economies of Eastern Europe and USSR: commodity
structure of trade with developed market economies, 1966-1973

(percentage of total exports and imports)

Exports
SITC sections:

0-4 5-8
(Primary goods) (Manufactures)

Imports
SITC sections:

0-4 5-8
(Primary goods) (ManUfactures)

1966-1970
1971
1972
1973

55,,1
52.2
51..3
54.6

38.8
42.5
43.3
41.6

20.8
20.2
24.3
26.7

78.4
79.3
75.3
72.6

Source: Centre for Development Planning, Projections and Policies of
the United Nations Secretariat, based on data in United Nations, Monthly
BUlletin of Statistics, July 1975.
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the "open strategy" of economic development and to expand exports as fast as
posl'lible. In recent years the \';t:lJ+ro11~r p1 "''M"n'''''!. c-,::ui1.UmiCb have achieved impressivl
increase::: ;'1'1 +h""ir inuubL:dal capacity, some of it oriented specifically towards
exports, but because of the continued existence of trade obstacles impeding or
burdening the conditions of access to some Western markets as well as of
increasing competition, the expansion of exports is likely to pose a considerable
challenge. It will require both a rapid improvement in the quality of export
production and greater responsiveness to specific market requirements and to
changing conditions. This in turn will demand greater flexibility on the part
of the foreign trade enterprises of those countries, as well as on the part of
their industrial production units.

Most countries in the group have already realized that the "open strategy"
of economic development, though basically sound under normal conditions, has
certain risks and limits. It is, therefore, understandable that one of the
immediate objectives of the centrally planned economies seems to be the
restoration of external balance. Their performance in this respect will have
far-reaching consequences for the future course of their internal economic
policies.

Financing of East-West trade

The export performance of the European socialist countries to developed
market economies was undoubtedly somewhat below expectations even befo~e the full
impact of the recession in major Western countries and the worsening terms of
trade of most socialist countries produced the sharp deterioration of trade
balances noted earlier. Some of the socialist countries, however - especially
Poland - had never aimed at fully balanced trade with the developed market
economies, but early in the 1970s had decided instead to take advantage of the
relatively favourable situation on Western financial markets and borrow enough
to enable them to increase imports faster than exports, at least until the
strategy could be reversed as new production capacity - completed with the help
of imported investment goods - began to yield an enlarged stream of exportable
goods. Accelerating inflation in the West was probably taken into consideration
in the formulation of this policy.

The rapid increase in trade deficits with developed market economies in
1973-1975 pushed the centrally planned economies towards greater activity in
the world financial markets. The only country to borrow relatively little on
Western capital markets was Czechoslovakia. The rest, especially the Soviet
Union, Poland and the German Democratic Republic, borrowed increasing amounts
both in the Euro-currency market and through various bilateral or consortia
arrangements.

For several years the situation on the world financial markets was quite
favourable to the socialist countries. In the early 1970s they took advantage
of the high liquidity of credit markets, especially in respect of dollars. After
a short period of tightness in 1973 and early 1974, the demand for credit in
the Western countries was depressed by the recession and the socialist countries
could again borrow relatively easily and at interest rates close to the average
Euro-dollar rates in London. A number of Western banks welcomed the opportunity
to lend to the socialist countries, as a means of offsetting the fall-off in
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lending to their domestic customers. Since most of the credits were used to
finance bilateral trade with particular trading partners, they tended to be
Government-backed and at reduced interest rates. In 1974 and 1975, a number of
new credits were arranged through the financial institutions of CMEA - the
International Bank for Economic Co-operation and the International Investment
Bank. Those loans, were chiefly to finance joint CMEA projects in the field of
energy and other raw materials. On the basis of data from Western sources, it
is estimated that Euro-currency borrowings of the CMEA countries exceeded
$6 billion in 1974 and $7 billion in 1975~ Their total hard-currency indebtedness
is reported to have increased from $22.5 billion at the end of 1974 to $32 billion
at the end of 1975. 89/

Though the current ratio of debt service payments to hard-currency export
earnings is not known, it is becoming clear that in the years immediately ahead
it is going to be considerably higher than in the recent past. Consequently, the
use of new credits may be more limited. Because of its large gold reserves the
position of the Soviet Union is somewhat different from that of other countries
in the group. In fac~, the Soviet Union is less dependent on for~ign credits as
long as it is willing to sell gold, as it has been doing in recent years, with
limits dictated by the potential repercussions of such sales on the market price
of the metal.

Despite their increased indebtedness to the major Western countries, some
centrally planned economies are willing to continue an active credit policy.
However, with the major Western countries recovering from the recession and
greater demand for credit, their opportunities may not be as good as they were in
recent years. '

New forms of East-West economic co-o~eration

One of the new features of economic co-operation between the centrally
planned economies and the Western industrial countries in recent years has been
the growing role of agreements on industrial co-operation. In most cases such
agreements have been designed to create a link between imports of technology and
equipment by the socialist partner and the opening-up of export.Jllarkets for at
least some portion of the resultant finished goods in order to pay for those
imports. Large contracts in partiCUlar tended to embody buy-back provisions of
various types ..

These "compensatory" deals, besides providing access to advanced technology
and know-how, help to facilitate the intrOduction into foreign markets of goods
produced in the socialist countries. In the case of the Soviet Union such
buy-back arrangements have mostly been in the field of raw material production,
though it is increasingly interested in extending them to manufacturing industries.

In other forms of co-operation agreements, the socialist partners take over
the production of certain goods specifically for a foreign market, usually
according to the Western partner's specifications and occasionally using the
raw materials provided. Such arrangements are in effect an export of labour.

89/ The New York Times, 6 June 1976.
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They give the socialist partner hard-i,;u.rrency earnings - the main purpose of such
arrangements - and increase the skills of workers and this in turn tends to
raise quality of products for the domestic market In return the Western
partner receives goods at competitive costSe

The newest type of co-operation agreement is the so-called "joint-venture",
set up On the basis of equity participation by both Western and Eastern partners.
The iljolnt-venture Yl may be located either in a socialist country or in a third
country. Up to noW only Yugoslavia, Romania and quite recently Hungary have
permitted "joint-ventures" located within their Own borders.. Experience in this
field is too limited to provide valid ground for conclusions.

Trade with developing economies~ 1971-1975

At the beginning of the 1970s, the European centrally planned economies
announced their intention, both in national planning documents and in a joint
Comprehensive Programme of the CMEA member countries, to seek continued expansion
of trade with the developing countries. These general policy announcements were
backed by the introduction of tariff preference schemes in several socialist
countries and the adoption of non-tariff preferential measures in others, the
conclusion of a number of new intergovernmental bilateral trade agreements with
developing countries, and the creation of new institutions aimed at stimulating
trade. 90/

In the first half of the decade, the growth of trade between the socialist
and the developing countries accelerated substantially in value terms, but
probably not in terms of quantum. World market price swings caused the rate of
growth to fluctuate rather widely, though the sequence of estimated quantum
changes also reveals a pattern of uneven growth, especially for the socialist
countries' imports. The commodity structure of imports into the socialist
countries continued to diversify during the early years of the decade, with a
substantial increase in the share of manufactures in the total. Though the trade
network expanded with the addition of new partners among developing countries, the
geographical concentration of trade continued to be high. As in earlier periods,
exports of the socialist countries continued to exceed imports by a substantial
margin, especially in the case of the Soviet Union, but the gap was narrower than
in the preceding quinquennium and over the 1971-1975 period several socialist
countries were actually in deficit (see table 11-14).

The value of the European centrally planned economies' exports to developing
countries increased from $4 billion in 1970 to $10 billion in 1975 and their
imports grew from $3 billion to $9.5 billion. In the case of Eastern Europe,
the growth rates for the 1971-1975 period were more than double those of the
preceding five years: based on SDR values, export growth increased from
9 per cent and import growth from 7 per cent annually in 1966-1970 to near
18 per cent annually for both trade flows in 1971-1975. In the USSR, import
growth accelerated in a similar manner (from 9 to 23 per cent a year), though

90/ For a review of trade policy measures in favour of developing countries
and their implementation, see World Economic Survey, 1974, Part One: Mid-term
Review and A raisal of Pro ress in the Implementation of the International
Development Strategy (United Nations publication, Sales No. E.75.II.C.l ,
chap. III.
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export growth continued at the same average rate as in the preceding period, about
13 per cent per year (see table 11-7).

In spite of this acceleration, however, trade with the developing countries
grew less rapidly than trade with the developed market economies@ The combined
exports of Eastern Europe and the USSR to third world countries increased by
15 per cent a year (as against the 19 per cent average growth rate in exports
to industrial market countries) and imports by 21 per cent (as against
26 per cent). Accordingly, the developing countries lost some ground in terms
of their share in the socialist countries' trade with non-socialist partners. In
Eastern Europe, their share in total exports and imports - about 8 and
6.5 per cent, respectively - was lower than in 1966-1970. Only in Bulgaria and
Romania, the least developed members of the Eastern European group, did trade with
developing countries grow faster than trade with the industrial countries. 91/
In the USSR, the developing countries' share in total exports remained --
approximately constant, at about 20 per cent, while their market share in imports
rose slightly, from 14 to 15 per cent (see table 11-18).

Year-by-year growth of trade value fluctuated widely. The swings in the
growth of socialist exports and imports roughly mirror those in total imports and
exports of the developing countries, 92/ thus reflecting world-wide price and
exchange rate trends as well as swings in general economic conditions. However,
there were also some notable divergencies. Except in 1972 and 1973, socialist
exports to developing countries increased rather more slowly than total imports
of the developing countries. Except in 1975, a similar relationship holds between

911 Romania increased the share of developing countries in its total foreign
trade-rexports plus imports) from 8 per cent in 1971 to over 13 per cent in 1974.
A resolution passed at a foreign trade conference in February 1975 established a
1980 target of 30 per cent for this share.

921 Developing economies and centrally planned economies: growth
of trade value. sf 1971-1975

(percentage)

1971 1972 1973 1974 1975

Imports of developing economies

From all sources • • • • • • • • • • • 13.4 11..2 38.6 64.0 18.1
From centrally planned economies b/ • 3.. 0 15.1 43.9 29.8 11.1

Exports of developing economies

To all destinations • • • • • • • • • 13.1 19.9 49.4 97.7 -6.0
To centrally planned economies bl • • -0.7 9.1 48.9 54.7 28.0

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United Nations, Monthly Bulletin of
Statistics, and national data of the centrally planned economies.

al Growth rates were computed from trade values in current dollars and
therefore differ in several years from those based on 1971 dollars in tables
II-7 and II-19.

b/ Eastern Europe and USSR only.
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socialist imports from developing countries and total exports of these countries.
In the early years of the quinquennium, socialist imports from the third world
registered little change (the 9 per cent increase in value in 1972 reflecting
almost entirely the dollar devaluation of that year). Increases in import value
in 1973 and 1974, however, were well in line with total export growth of the
developing countries if allowance is made for the fact that petroleum does not
playa significant role in these trade flows. In 1975, when total developing
country exports declined, socialist imports expanded owing almost entirely to an
upsurge in Soviet grain and sugar imports. 93/

Thus, in spite of the acceleration in the growth of trade flows between
socialist and developing countries in the first half of the decade, there was no
increase in mutual trade interdependence. In fact, though the available data do
not yet cover the entire period, they point to some loss of ground in this respect.
In 1971-1973, the socialist countries took slightly less than 4 per cent of the
developing countries' exports, as compared to about 5 per cent in 1968-1970; they
provided a somewhat larger share of the developing countries' imports
(6.5 per cent), but this share too was down from the earlier period
(6.9 per cent). 94/ However, because of the high degree of geographic
concentration of the socialist countries' trade with developing countries, the
significance of the CMEA market and supplies for some individual partner countries
and regions is much higher, and is likely to have risen during the 1970s for
some regions such as West Asia or North Africa with which trade growth was above
average.

In the absence of direct information on price changes in the socialist
countries' trade with developing economies, statements on the behaviour of trade
quantum over the first half of the decade must remain rather speculative. For
socialist imports, which consist predominantly of agricultural and other primary
products, it may reasonably be assumed that price movements more or less reflect
the trend of world market price changes for the commodity basket involved, and
hence that suitably weighted export price indices for all developing countries are
representative of the price changes experienced by the socialist importers.
Estimates based on this approach suggest that the physical volume of imports
stagnated or contracted in the first two years of the period and grew by 6 to
7 per cent in 1973. The large value growth in 1974 is likely to have been due
predominantly to price changes, but in 1975 a significant quantum increase probably
occurred, perhaps on the order of 20 to 40 per cent. However, the estimates for
the past two years have to be considered quite tentative, owing to uncertainties
of the underlying data.

Because of the significance of a limited number of commodities in socialist
imports, changes in the quantum of trade are still very strongly affected by supply
conditions in some developing countries and demand developments in the socialist
countries for a very small number of goods, and hence are bound to exhibit

93/ While imports of the Eastern European centrally planned economies from
developing countries declined in 1975, Soviet imports increased by $2.1 billion.
Increased imports from Argentina, Brazil, Cuba and Peru, mainly of sugar and
grains, and probably meat, accounted for 80 per cent of the total increment.

94/ Computed from. data in United Nations, Monthly Bulletin of Statistics,
July 1975, special table D.
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considerable variability. Thus, in several years import growth reflected the
swings of the Cuban sugar harvest, on the one hand, and the import requirements
for agricultural goods in the socialist countries on the other. None the less,
during the early years of the decade the share of primary products in the socialist
countries t imports declined (from 84 per cent of the total in 1966-1970 to
80 per cent in 1971-1973) and that of manufactures increased correspondingly. In
more recent years, however, price trends as well as the growth of fuel imports
may have stopped or reversed this structural shift. Rising - though still very
small - levels of imports in machinery and equipment were noted as several
socialist economies imported output of the new engineering industries in developing
countries, at times in repayment of earlier development credits. The most
important element in the growth of manufactured goods imports, however, was
provided by the textile sector: yarns, fabrics and clothing items constituted
54 per cent of total manufactures imports in 1971-1973. 95/

The trade surplus of the socialist countries increased from $5.2 billion in
1966-1970 to $7 .. 2 billion in 1971-1975, but whereas in the former period exports
exceeded imports by more than one third, this gap was down to one quarter in the
latter. The trade surplus doubled between 1970 and 1973, from $1 ..1 billion to
$2.2 billion, but has been declining in the last two years of the quinquennium
(to $0 .. 5 billion in 1975) as import growth outpaced th~t of exports, owing in part
to price developments, but in part also to the fact that repayments of earlier
credits began to finance some of the socialist importse\

, \

95/ For a more extensive review of changes in the commodity structure of
trade-;-seeWorld Economic Survey, 1974, Part One: Mid-term Review and
Appraisal , pp_ 160-166.
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Economic assistance to developing economies

The economic and technical aid of the socialist countries to the developing
countries became more active during the first half of the decade in terms of
both the amounts committed and the nature of the assistance.

Most of the aid continued to be provided on a bilateral basis, though a
small proportion was distributed through the United Nations Development Programme
(UNDP) and the United Nations Children's Fund (UNICEF). A multilateral aid
outlet of the CMEA member countries was created towards the end of the period
in the form of a Special Fund for development credits administered by the
International Investment Bank of CMEA. The period also witnessed an increase of
co-ordination among CMEA members as well as a degree of specialization in
providing the development assistance.

During the first half of the 1970s, the centrally planned economies were
reported to have extended new economic aid commitments to third world countries
of $12.3 billion, more than two and one half times the amount extended during
the preceding quinquennium (table 11-20). These figures exclude economic aid to
Cuba, a CMEA member country, and to the centrally planned economies of Asia,
countries which in many respects face problems similar to those of developing
market economies. The volume of loans, grants and technical assistance provided
to these countries by the other centrally planned economies is reported to be
larger than the total commitments to the non-socialist developing countries.

New credit commitments of the CMEA member countries in 1971-1975 amounted
to $9.7 billion, as compared to the $4 billion reported for 1966-1970. The
Soviet Union accounted for $5.8 billion, or some 60 per cent of the total. Among
the socialist countries of Eastern Europe, which committed $3.9 billion in
credits and aid during the period, the largest donor was Romania with over
$1.7 billion in reported new credit extensions.

Reported new aid commitments of China totalled $2.5 billion during the
first half of the decade, three and one half times the level of the preceding
five-year plan period when China first began to engage in major development
aid projects.

The CMEA countries' assistance is provided mainly in the form of long-term
state loans, based on intergovernmental aid and co-operation agreements. Credits
are usually tied to specified projects and they finance machinery and equipment
deliveries, construction expenditures and the services of experts from the donor
countries. The usual repayment period is 12 to 15 years, starting one to three
years after the completion of the project. Interest is usually at 2.5 to
3 per cent per annum, and repayment is frequently accepted in local currency or in
traditional export goods of the recipient country or in the form of the products
produced by the.projects aided.

The most important recipient region of the CMEA countries' 1971-1975 credits
was West Asia, with commitments of $3.7 billion. The countries of North Africa
and South and South-East Asia each received about $2 billion in credit commitments,
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followed by western hemisphere countries ($1.7 billion) 96/ and those of
sub-Saharan Africa ($0.3 billion).

As in the previous period, the bulk of the aid commitments of the CMEA
member countries was concentrated on a relatively small group of developing
countries with which strong ties had been established. In 1971-1974, seven
of the 42 recipient countries obtained about two thirds of the total credit
commitment s •

A key feature of co-operation between the CMEA member countries and
the developing countries is the help given to industrial enterprises. About
84 per cent of USSR aid allocations went into the creation and modernization
of the enterprises of the non-agricultural production sectors. 97/ More than
55 per cent of all Soviet industrial assistance funds up to thelbeginning
of 1975 were directed to the ferrous metal industry, which is considered by the
socialist and many developing countries as one of the main prerequisites of
industrialization.

The CMEA member countries have provided the developing countries with
various forms of modern technology - for example, maChine-building enterprises,
for which assistance has been given in the construction of 180 projects. 98/
By the beginning of 1975, the USSR had helped in the establishment of
39 enterprises producing machines and equipment, or repairing agricultural
implements, 16 in Asia and 23 in Africa. 99/

Along with assistance in developing production of import-substitutes, more
attention is now being given to stimulating export-oriented production, with
emphasis on the creation of complementarities in the production structure
between socialist and developing countries and the. promotion of lines which would
have a market in the CMEA member countries. One result of this new emphasis has
been an increase in the commitments for mineral pnd fuel exploration and
exploitation in the light of the current raw materials and fuel situation in the
world. The repayment of loans for mineral and fuel exploration is accepted
increasingly in the form of output of the projects aided. This return flow is
now included in the plan calculations of the CMEA member countries: in 1973,
for instance, it accounted for about one half of the USSR's total imports from

96/ Excluding CUba, for which data are not available, but which has probably
been the leading recipient of CMEA aid since the early 1960s.

97/ The sectoral allocation of Soviet economic and technical aid cumulated to
the beginning of 1975 has been reported as follows: manUfacturing and extractive
industry, 58.3 per cent; electricity generation, 18.1 per cent; transport and
communications, 7.9 per cent; agriculture, 5.7 per cent; geological prospecting,
5.5 per cent; education, science, culture and health, 4.5 per cent (Mirovaia
ekonomika i mezhdunarodnye otnosheniia (Moscow), 1975, No. 11, p. 40).

98/ Council for Mutual Economic Assistance, Information on Co-operation
betwe~ the CMEA Member Countries and the Developing Countries in Trade, Econ~
and Technology (Moscow, 1975), p. 19.

99/ Mirovaia ekonomika i mezhdunarodnye otnosheniia (Moscow), 1975, No. 11,
p. 72.
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the developing countries. Trade generated in this manner is expected to stabilize
the economic relations between the CMEA countries and the developing countries
concerned.

At the beginning of 1975, CMEA member countries were providing economic and
technical assistance to 34 developing countries in the field of geological
prospecting and survey. Afghanistan, Bangladesh, the Congo, Egypt, India, Iran,
the Sudan and the Syrian Arab Republic are among the developing countries in
which geological surveys have been carried out with the assistance of CMEA member
countries. The result has been not only the preparation of resource maps but
also the discovery of various minerals, inclUding petroleum and phosphorus in
Syria and new petroleum reserves in Algeria. Geological prospecting has also been
carried out in tropical Africa. Co-operation between CMEA member countries and
Nigeria, for example, has resulted in the discovery of new deposits of oil, iron
ore and coking coal, and other minerals. Cuba has provided economic and technical
assistance to Democratic Yemen in prospecting for oil.

Among the countries to receive comprehensive assistance in developing its
petroleum resources throughout the first half of the 1970s is Iraq, the initial
agreements with which were signed by the CMEA member States in 1969. Since then
aid has been provided in many forms - refinery equipment, pumping stations,
pipelines, storage tanks, as well as expertise related to the organization and
operation of the national oil industry.

Until recently, economic co-operation between the socialist countries and
developing economies was conducted almost exclusively on a bilateral basis. In
1974 and 1975, however, the centrally planned economies took the first steps to
organize a basis for multilateral co-operation through the Council for Mutual
Economic Assistance.

The 1971 Comprehensive Programme of the CMEA member States envisaged the
participation of non-member countries in some activities of the organization and
in the implementation of the Programme. Under this provision, agreements on
economic, scientific and technical co-operation were concluded with Iraq in
July 1915 and with Mexico in August 1975. These were the first agreements
between CMEA itself and developing countries and they created an organizational
framework for multilateral co-operation between socialist and developing countries,
without supplanting bilateral intergovernmental agreements negotiated between an
individual centrally planned economy and a developing country.

Both agreements provide for the creation of mixed commissions in which
concrete co-operation projects and trade and payments issues can be discussed
in detail. In principle, these commissions have a very broad mandate, inasmuch
as they are authorized to discuss any economic, technical and scientific project
of mutual interest to the countries concerned.

The agreement with Iraq reflects the desire of the CMEA members to
co-ordinate their plans with the new development programme to be implemented in;,.
Iraq in 1976, and the associated aid programme in the field of oil and natural
gas resources, the chemical industry, agriculture and foreign trade. 100/

100/ Ekonomicheskoe sotrudnichestvo stran-chlenov SEV (Moscow), 1975,
No. 4:P". 103; Rynki zagraniczne (Warsaw), 5 July 1975, p. 1.
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The mixed commission of CMEA and Mexico will investigate the possibilities
of intensifying multilateral and bilateral co-operation, especially in the
development of trade and payments relations, the creation of common enterprises,
and the exploitation of new technologies. 101/

Some of the projects worked out under these agreements may be aided by
the Special Fund for the Financing of Economic and Technical Assistance of the
International Investment Bank. The Special Fund was created by multilateral
agreement in April 1973 and started operating in January 1974. It will eventually
control TR 1 billion, with 5 per cent of the contributions to be paid in
convertible currencies. 102/ The first contribution of TR 25 million was paid in
1974, and by 1976 the paid-in portion is to amount to TR 100 million. 1031

The Special Fund will be used for granting credits to non-socialist
developing countries. Low-interest credits of up to 15 years can be granted for
the construction of new enterprises or the reconstruction or modernization of
existing ones. The national banks and enterprises and economic organizations
of the State and co-operative sectors of the developing countries, and - in
exceptional cases - private sector firms or organizations are eligible borrowers.

No lending activity of the Special Fund has yet been reported, partly
perhaps because it has proved difficult to initiate new projects in the
closing years of the centrally planned economies' current medium-term
plans, and partly because the principles for transferable rouble loans to
non-CMEA members have only recently been worked out. In due course the Fund
is expected to become an important stimulus of economic co-operation between
the CMEA members and developing countries. 104/

101/ DDR Aussenwirtschaft(Berlin), 24 September 1975, p. 1; Ekonomicheskoe
sotrudnichestvo stran-chlenov SEV (Moscow), 1975, No.4, p. 104; Deutsche
Aussenpolitik (Berlin), 1975, No. 12, p. 1875.

102/ Izvestiia (Moscow), 12 April 1973; Vneshniaia torgovlia (Moscow),
1973, No.7, p. 45.

1031 Ekonomicheskaia gazeta (Moscow), No. 20, p. 21; N. V. Faddeev, Sovet
ekonomicheskoi vzaimopomoshchi, 3rd ed. (Moscow "Ekonomika", 1974), p. 320.

104/ Ekonomicheskoe sotrudnichestvo stran-chlenov SEV (Moscow), 1975,
No.6, p. 62.
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Table II-l. Centrally' planned economies of Eastern Europe and the USSR:
growth of national income, !I actual and p~ed, 1966-19&>

(Peroentage )

Average annual rates Increase over preceding year

1966- 1971-1975 1976- 1975
1970, 19&>, 1971, 1972, 1973, 1974, 1976,

Oountl"y' and group actual Planned Actual planned actual actual actual aCtual Planned Actual planned

Albania. · . · · · · . . . . 9·0 9.2-10.0
Bulgaria · · · . · 8.7 7.7-8.5 7.9 8.2-8.7 7.1 7.7 8.0 7.4 9 9 9
Czechoslovakia · · · . . 6.8 5.1 5.7 4.9-5.2 5.1 6., 5.2 6.0 5.6 6 5

I
German Democratic Republic 5.2 4.9 5.4 4.9-5.4 4.4 5.8 5.6 6., 5.5 5 5.'

I-' Hungary • 6.8 5.5-6.0 6.2 5.4-5.7 6.5 5.1 7.4 7.0 5-5.5 5 5-5.5-...:j
a Poland 6.0 7.0 9.8 7.0-7.' 8.1 10.6 11.4- 10.5 9.8 8 8.'I . . · · . . .

Romania • · · · · . 7.7 11-12 11.3 11.0 i3.5 10.0 10.7 12.4 14 9.8 10.5

Eastern Europe!! 6.5 6.7-7.0 7.9 7.0-7.' 7.' 7.9 8.4 8.7 8.6 7.2 7.4
USSR . . · · · . · 7.7 6.8 5.5 4.4-5.1 5.6 3.9 9.0 5.' 6.5 4 5.4

Eastern 'EuropeJ!/
and USSR · . . . . 7.4 6.7-6.8 6.2 5.2-5.8 6.1 5.0 8.8 6.2 7.1 4.9 6.0

~: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on natioD&1 planlB and plan
:t'ul.f11J11ent reports.at Bationalincome produced, except for the USSR where for the planned ratelB and for 1975 the reference is to national inoome
cklM lca1.ly' utilised.

Ef Not including Albania.



Table II-2. oentr~ planned economies of Eastern Europe and the USSR: growth
of industrial output, !I actual. and planned, 1966-1980

(Percentage)

Average annual rates Increase over preceding year

1966- 1971-1975 1976- 1975
1970 1980, 1971, 1972, 1m, 1974, 1976,

Country and group actual. Planned Actual planned actual actual actual actual Planned Actual planned

Albania. · . · ]2.9 10-10.5 9.4 7.3 4.4 4.5
Bulgaria · . 10.9 9.2-9.9 9.2 9.2-9.8 9.0 9.1 9.1 8.6 8 9.9 9.2
Czechoslovakia 6.8 6.0-6.3 6.7 5.7-0.0 6.9 6.6 6.8 6.3 6.3 7 5.5
Ge~ Desocratic Republic · 6.5 6.0 6.4- 6.0-6.3 5.6 6.0 6.8 7.2 6., 6.4 6.0

I
Hungary •• 6.2 5.7-6.0 6.4- 5.9-6.2 6.8 5.1 7.0 8.4 6 6I--' 5

-.::j

8., 8.4 8.2-8.4 li.42/ 12.,P1I--' Poland . . . · . . · 10.7 7.9 10.7 li.2 li.4 8.8
I

ROII&nia • · . · . . · . . . · li.9 10-12 13.0 li.4 li.7 li.8 14.6 14.6 15 12.4 10.2

E&stern FAlrope!Y. · . . . . 8.0 7.5-7.8 8.8 7.7-8.0 7.6 8.3 9.3 9.5 9.2 9.2 7.6
USSR . . . . . . . 8.5 8.0 7.4 6.2-6.8 7.7 6.5 7.5 8.0 6.7 7.5 4.,

Eutern~
and USSR · . . . · 8.4 7.9-8.0 7.8 6.6-7.1 7.7 7.0 8.0 8.4 7.4 8.0 5.2

Source: Centre for Deve1..opnent Planning, Projections and Policies of the United Nations secretariat, ba.sed on national plans and plan
fW.:f'iiileiitreports.

!I Gross value of outpllt at constant prices, except in the case of the German Democra.ticRepublic where the data. refer to the value of
ea-od11:y production (i.e., gross output less work in progress).

'W Value of outpllt sold.

~ Rot including Albania.
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Table II-,. Cent~ planned econClllies of Eastern Europe and the USSR: change
of labour productivity !J in industry, 1966-1980

(Percentage)

Average annual rates Increase over preceding year

1966- 1971-1975 1976- 1975
~970, 1980, 1971, 1972, 19'73, ~97~, 1976,

Country actual Planned Actual planned actual actual actual actual Planned Actual planned

Bulga:ria •••••• 6.9 7.6 7.0 9.2 7.2 5.9 8.0 6.0 a.iE/ 7.9 8.~
CzecboSl.ovakia.sl • • 5.7 5.~-5.7 6.2 5.8 6.4 6.4 6.2 5.~ 6.1# 4.6

Ge:rman Democratic Republic • 6.1 6.2 5.' 5.4-5.7 4.7 4.2 5.8 6.2 5.6 5.8 ,.5
lIw2ga.ry •• ,.6 4.5-5.0 6., 6.2 7.0 6.2 5.4 7.7 7 5
Po~. 4.9 I!I 7.8 7.4-7.7 4.9 5.8 8.2 8.8 9.' 10.(JY 7.75.
lkaania 7.' 7.' 7.1 6.7-7.2 4.5 5.7 7.8 6.9 10.' 7.1 a.rftI
USSR ••• 5.8 6.8 6.0 5.4-6.0 6.3 5.2 6.1 6.3 6.0 5.9

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on national statistical
repo~

!I Labour productivity measured as output per employee.

lJ./ Over-all labour productivity (net lII&terial product per man-year)•

.sf Manual. workers onq.

Y All employees (manual and white-collar).

!I SOcialiat sector o~.

!I Including construction.

II Value of output Bold per ellp1oyee, socialist sector only.



Table II-4. Centrally" planned economies of Eastern Europe and the USSR: growth of gross
agricultural output, actual and planned, 1966-1980

(Percentage)

Increase over preceding year

1911, 1912, 1913, 1914, 1915 1976,
actual actual actus.l actual Planned Actual planned

1976
1980,

planned
EI

Average annual rates
1961- 1971-1975
1910, ----..=.::;...:.=...=.::~Ac~t:-ual--:----

actual Planned Average End-_/
!/ EJ E! years!2Country and group

Albania • • • • •

Bulgaria •••

Czechoslovakia

German Democra.tic
Republic

Hungary ••

Poland •

Romania ••

Eastern EurOPe:=!•••

USSR • • .- • • • •

6.0
4.1

2.6

2.6
2.6

2.5

3.3

2.8

3.4

8.4-9.2

3.2-3.1
2.1~

2.qN
2.8-3.0

3.6-3.rJ=!
6.3-8.3

3.5-4.0
3.1-4.0

2.8
2.6

3.1
2.6-2.8

3.2-3.4
2.8-3.0£1
5.1-7.6

3.3-3.8
2.6-3.2

2.0
3.2

5.5
1.1

10·9

2.1

8.4
9.5

7.5
-4.1

4.1

16.1

H.O

-1. 9
2.2

8.2

3.5
1.6
1.0

2.6

-2.1

15.9
9.3
3.3

2.1$

3-4
3.1

4.8

7.rJI

7
-0.7

-3.4
1-2

-2.6
2.5

-0.6
-6

15

5
4.5

1.1$

4

5.9
15-27

Eastern Europ~
and USSR 3.6-4.0 1.6 -1.0 6.8 -4.2

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on national plans,
plan fulfilment reports and statistical Yearbook of the Council for Mutual Economic Assistance (Moscow).

!/ Parameters of semi-logarithmic regression trends.

EI Olange in the five-year average output frCIIII the average of the preceding five years, expressed as annual compound rate.

~ Average annual. compound rate be"tween terminal years.

~ Production and services of the agricultural sector and the food industry.

y Not including Albania.

!/ Estimated.



Table II-5. Central~ planned economies of Eastern Europe and the USSR:
changes in gross fixed investment, 1966-1980

(Percentage)

Average annual rates Increase over preceding year

1966- 1971-1975 1976- 1975
1970, 19BO,~ 1971, 1972, 1973, 1974, 1976,

Country actual Planned Actual p1anneda actual actual actual actual Planned Actual planned

Albania. · . . . . ... 18.8

Bulgaria 12.5 6.7~ 6.e}?! 7.1 1.7 10.0 6.9 8.0 7.0 7

Czechoslovakia . 7.2 6.2-6.5~ 8.1 6.3-6.6 5.7 8.7 9.2 9·3 7.4 7.9 6.4

I German Democratic Republic . 9.9 5.2~ 4.2 5.2-5.5 0.6 3.9 8.0 4.2 4.4 4- 6.5
I-'

4.6-4.7~ ~ 1-2~-4 Hungary • 11.6 8.1-9.4 6.8 11.4 -1.4 3.5 9.2 12
~ ·I

8.1 8.3 18.3 6.5-7.0 15.4 14.0 5.8Poland . · . . 7.7 23.7 25.0 22.5

Romania. . . . . 11.2 10.4Y 12.8 12.9 10.5 10.4 8.3 13.2 22.0 14.4 19.4

USSR . . · 7.6 7.2Y 6.9 4.4-4.7 7.2 7.1 4.7 7.1 7.3 8.2 4

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on national plans
and plan fulfilment reports, national statistical yearbooks and statistical bulletins.

Y Change over preceding five-year period, expressed as an average annual rate.

~ 1971-1974.

~ Socialist sector only.



Table II-6. Centrally planned economies of Eastern Europe and the USSR: selected
indicators of growth of income and consumption, 1966-1980

(Percentage)

Average a.nnua.l rates Increase over preceding year

Country and indicator

Bulgaria

1966- 1911-1975
1970 , --------

actual Planned Actual

1976
1980,

planned

1975
1911, 1972, 1973, 1974, 1976,

actual actual actual actual Planned Actual planned

Personal income per capita
(real) . .. . It • • •.•

Average wage (nominal) ••
Retail sales (real) •••
Total consumption (real) •

6.1
5.8
8.6
7.2

4.6-5.4...
6.8

8.4-9.4

6.1
3.2
7.8
7.2

7.0
3.2
6.6
6.4

8.5
5.7
8.8
6.4

4.9
2.5
9.5
8.0

5.6
2.6
7.8
8.2

,.8
7

I
~
-:j
Vl
I

Czechoslovakia

Average wage (real~ •
Retail sales (real) ••
Total consumption (real)

German Democratic RepubliC

3.6 2.5-3.0
6.3 5.1-5.4
5.5 4.9

3.8 2.5-2.8
5.4l!! 4.2-4.6
5.#

4.2
5·5
6.2

4.5
6.0
5.4

2.9
7.5
5·9

4:~
4.4

Personal income per capita
(real) . It It • (I It .. It •

Average wage (nominal) ~.
Retail sales (nominal) ••
Total consumption (real) •

Hungary

4.1
3.6
4.6
4.7

5.5
3.7
5.~/
5.~

3.9-4.2

3. ;':4.1rJ
3.9-4.2

4.1
4.0
3·9
5·1

6.4
3.7
6.0
6.3

6.1
2.6
5.8
5.5

6.1
3.7
6.1
5.6

4.6
5-!J4•.(-'
3.6 4.0

Personal income per capita
(real) • • • • • • • • •

Average wage (real) • • •
Retail sales (real) •••
Total consumption (real) •

6.2 4.6-4.9
3.5 3.0-3.4
9.0 6.0-6.4
6.2 5.0

4.6
3.4
6.2
5.1

3.4-3.7
2.7-3.0
5.1-5'~l!/
3.6-4.9

4.5
2.3
7.4
6.2

3.1
2.2
3.3
3.1

5.0
2.8
5.8
4.7

6.6 3.5
5.5 2.5
9.2 4.8
7.3 3-3.5

4
4
5.4
4-5

3
1.5
4-5
4



Table II-6 (continued)

Average annual rates Increase over preceding year

1966- 1911-1975 1976- 1975
1970, 1980, 1911, 1972, 1973, 1974, 1976,

Country and indicator actual Planned Actual planned actual actual actual actual Planned Actual planned

Poland

Average wage (real)!/. • • 2.1 3.4 8.0 3.0-3.4 5.7 6.6 11.2 8.5 5 8.0 3.5
Retail sales (nominal) ¥. 7.1 7.2 12.5 7.3-7.7 8.3 1.2.7 1.2.5 14.; 11 14.7 14
Total consumption (real • 5.5 6.9 9.2 7.7 9.1 10.9 8.3 8.2 10 8.;

Romania

Personal income per capita
6.;-6.7E.! 5.5-5.# 8.;E.! 7.3-7.#(real) • . . . . . . . . 4.2 6.8 11.8 5.8 4.8 6.1 5.4

Average wage (real) ;.7 ;.7 3.6 ;.4-3.7 2.2 1.8 ;.2 4.5 10.~ 6.8 8.0-8.7
Retail sales ~, y (real) 8.7 7-8 8.2 7.0-7.7 9.1 6.3 7·5 10.2 8. 7.7 10 !y

USSR
I
I-' Personal income per capita-.l
0\ (real) ~ '. . ." .'.- - ~- . . • 5.9 5.5 4.3 3.7~4.0 4.5 4.0 5.0 4.2 5.0 4.2 3.7I

Average wage (nominal) •• 4.8
;':2V 3.6 ;.0-;.4 3.2 3.4 3.6 4.6 ;.5 2.7

Retail sales (nominal) ~. 8.2 6.; 4.9-5.2 6.7 6.6 5.2 5.9 7.2 7.0 ;.6
Total consumption

5.~(nominal) . . . . . . . 7.5 5.8 5.8 5.3 5.5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on national
plans and plan fulfilment reports, national statistical yearbooks and statistical bulletins.

!I Socialist sector only.

!y Nominal.

£! Estimated from components.
~ Private consumption only.

!d Total real personal income.

!I Total wage bill.
sf Growth .rate of five-year average.

hi 1911-1974.
Y Goods only.

JJ Real.



Table II-7. Centrally planned economies of Eastern Europe and the USSR:
foreign trade, by direction, 1966-1975

(Value in billions of current dollars; growth rates in percentag~)

Exports

GJ'ClIIFth rates

Origin· and destinatioJY

Eastern l:aroIIe 1:0 or f'raa:

Value, 1966- 1971-
1975 1970 1975 1971 1972 1973 1974 1975

Value, 1966- 1971-
1975 1970 1975 1971 1972 1973 1974 1975

Wor1d • • • • • • • • • • •

Centra.ll7 planned economies •

Devel.oping countries

USSR 1:0 or :traa:

World ••••••

Cent~ plaDned economies •

Dev.eJ.oped -.rket ecoDClllli.es

.Developing ecnmtries • • •

44.8 9.0 14.8 10.1 13.5 14.5 20.1 16.2 50.8 9.7 17.3 9.6 10.4 20.0 30.6 17.0

28.6 8.2 13.9 10.1 15.4 10.6 10.2 24.3 29.2 9.2 14.3 9.0 1.8 12.1 15.' 28.,

12.3 11.2 16.1 10.5 12.5 24.5 34.0 1.5 18.3 11.8 23.1 12.4 18.1 35.3 48.5 6.0

3.9 8.9 17.5 7.8 1.0 14.9 51.6 13.7 3.3 6.8 17.7 3.1 1.1 26.9 73.6 -2.0

33.3 9.4 15.8 7.9 2.5 24.1 31.2 15.8 36.9 7.8 20.4 6.4 18.4 16.8 21.2 41.6

17.5 8.0 13.7 8.5 2.3 9.6 17.1 33.4 16., 6.2 13.1 10.3 17.7 5.3 6.8 30.0

9.6 10.6 26.3 13.5 -2.0 50.1 69.8 -0.4 14.5 11.0 30.5 3.2 30.6 32.0 36.2 56.1

6.2 12.4 13.0 0.6 8.0 37.8 19.3 3.3 6.2 9.1 22.6 -3.2 -0.7 39.8 43.1 43.7

Soarce: Centre :for Developllent Pla.nning, Projections and Policies of the United Nations Secretariat, based on national statistical
sources.

!I Growth rates were compl11;ed direct~ :from the national currency data and thus do not reflect the dollar devaluations. Yea.r-to-year growth
indices in current dollars w<ml.d be approximate~ 9 per cent higher in 1972, 11 per cent higher in 1973, and 2 per cent lower in 1974 than the
grovth relatives indicated here. Both exports and imports are expressed f. o. b., except for Hungarian imports which are shown c. i. f. in the
national returns. Data. for 1975 are preliminary estimates.

pj "Eastern Europe" here ana in the following tables refers to the Eastern European countries members of <::MEA (Bulgaria, Czechoslovakia,
GeftIB.n DeIIIoc:raUe Bepu.bUe, Bnngary, PoJ.a.nd and Romania). Trade partner groupiiig follows the c1assifica.tion employed by the Statistical
Office of'the United Rations (cf. United Nations Standard Country Code (United Nations publication, Sales No. E. 70. XVII. 13 », which includes
~kq and Qiba 8IIIODg developing countries and Yugoslavia among the developed market economies.



roll1e 11-8. Contrally pJ.anned econaoie. of _ern Europe and the USSR: growth of fareign trade v81"", by c_ry _, 1')66-1'J76!1

(Perceutege )

Averace ammal rate CilaDge f'rom precedilll! year

1')66-1970 1971-1975, 1971, 19'12, 1973, 1974, 1975 1976,
actual. actual. actual. actual. actual. actual. Pl.ann.d Actual. l!1annedlloImtry and partner _ hport. IliJport. hport. Iliiport. hport. IliJports hports IliJports hport. IliJports hport. Iliiport. hport. IliJport. hport. Iliiport. hports IliJport.

~

'fota1 •• ...................... 11.2 9.2 14.1 19.6 8.9 15.8 11.1 11.8 12.8 14.4 16.3 32.3 22.0 24.8

~ p1aDIled .c_••• 11.3 1.0.1. 1.4.0 1.8.3 9.3 1.8.0 12.4 1.5.9 12.1. 12.0 9.1. 15.8 11.0 28.} 30.4 22.6

Deve10ped ....lr.et econaoi•• 8.8 5.6 5.8 24.5 5.2 3.3 7.6 0.8 11·5 21.} 20.2 85.7 -5.0 27.5
Deve10piDg _ •• 16.3 13.1 27.0 17.2 12.8 28.8 5.8 -3.3 23.1 26.1. 93.5 80.7 16.5 -22.2

Clsechoe1cmllr.1a

'fota1 ••••• ................ 7.1 6.7 11.3 13.8 10.2 8.5 8.3 7.1. 8.4 15.8 16.7 22.8 11.#/ 14.7~ 13.2 1.5.3 5.7
~ p1anned econaoi••• 6.1 5.4 11.7 1.4.0 10.0 8.8 12.0 9·7 6.1 11.6 9.3 15.1 1.5.7 20.2 21..8 25.7 7.0 6.9
Deve10ped _et econaoi•• 11.8 12.0 10.6 14.} 8.0 10.9 3.5 0.8 19.8 24.7 31.0 36.6 } 4.4 t-5.4 2.5

4.4 9.4 -4.0 8.0 32.4
2.7

Deve10piDg .conaoi•• .. 2.5 10.2 17.5 -2.7 -}.O 22·7 37.0 12·3 -11.2

Geman n-.craUc Republic

'fota1 ••••••••••• 8.3 8.6 12·7 14.0 1.0.8 2.3 12.2 9.7 9.4 1.9.6 16.3 22.8 9.1 1~ 17!Y 9.7
~ p1eDned .conaoi••• 7.9 8.1 11.~ 1}.~ 11.5 1.0 14.9 6.1 6.4 1.6.5 7.8 12.6 20Y ~
Deve10ped ....lr.et .conaoi•• 8.2 1.3.4} 15.rf=I 1.5.7!Y [9.7 6.6 9.4 23.2 18.1 24.6 38.6 29.5 ... J ~ -~ ~ ...
Deve10piDg .conaoi•• 1>.2 9.8 7.0 -3.1 -10.6 -22.4 13·5 30.8 27·1. 135.7 .. , '"

~

Total. •• ...... " .............. 8.9 10.5 1}.9 15·9 7.9 19.3 21.2 -2.9 1.8.1 9.4 11.6 36.8 6.7 11.2 20.6

~ p1anned _econCllie•• 7.7 9.8 15.8 16.1 12.7 20.7 22.} -3.1 15.7 1>.9 8.6 22.4 20.0 1>0.9

I Deve10ped .....Ir.et .conaoie. 13.3 12.3 9.3 15.7 -0.6 23.2 21.8 -2.5 26.1 16·5 11.6 59.1. -8.6 -6.8
~ Deve10piDg econaoie. 5.0 10.1. 14.3 14.8 0.0 -5.2 6.8 -1.6 8.6 21.4 50.6 61.3 11.6 9.0-.J
CX> Po1andI

1'ota1 • ........................ 9.8 9.0 1.9·2 23.6 9·2 11.9 17.1. 21..4 1.7.8 }}.1. 29.4 }}.4 1.8.4 1.0.6 23.7 1.9.6 12.2
CeDtrally p1eDned _as. 10.2 1.0.2 17.5 13.8 7.3 8.9 1.8.2 10.2 12.7 13.4 18.0 13.4 32.8 23.7
Deve10ped ....lr.et econaoi•• 9.1 9.2 21.·9 39.8 15.5 20.1. 18.7 49.0 50.3 69.7 37.6 51.4 9.1> 1.5.2
Deve1opilll! eco_e. 8.4 -1..4 21.5 20.} -0.5 7.8 -0.3 6.0 2.2 1.0.1. 100.4 65.1 30.5 21.2

&.ania

Tot81 •• ...................... 10·9 12.7 19.0 17·7 13.5 7.3 11>.0 14.7 29.2 20.4 30.4 46.8 21.8 9.5 }.9 17.9
CeDtrally p1anned .coDCllli.. • 6.7 9.4 14.1!!1 12.~ 9·9 5.8 13.5 1.0.3 20.2 9.0 6.7 18.8 22.:;!!I 28.~
Deve10ped .....lr.et econaoie. 1.7.6 16.9) 24.i!Y 22.7!Y t21

•
6 8.8 12.8 18.0 33·5 26.8 52.7 65.7 ... J -O.¢ -5.1!Y ~ '"

Dev810piDg econClli•• 1.9.5 18.2) 4.8 8.8 22.2 26.6 62.6 58.1 56.3 85.2 ... '"

USSR

~t81 • ...... "" .............. 9.4 7.8 1.5.8 20.4 7·9 6.4 2.5 18.4 24.1 16.8 31.2 21.2 15.0 15.8 41.6 _13.6 _

CeDtra1ly p1eDned .coDClllie. • 1.0.1 6.2 13.7 15.7 8.5 1.0.3 2.} 1.7.7 9.6 5.} 17.1. 6.8 }}.4 50.0
Deve1oped .....1r.et econaoi•• 10.6 11.0 26.3 50.5 13·5 3.2 -2.0 30.5 50.1 32.0 69.8 36.2 -0.4 56.1
Deve10piDg ecoDClllie. ........ 12.4 9.1. 1.3·0 22.6 0.6 -3.2 8.0 "0.6 37.8 39.8 19·3 43.1 3.3 43.7

~: CeDtre far Dev.lopaerit Pl.anniIIll, Projection. and Policie. of the United llation. Secretariat, ba.ed OIl natiOIle1 statistic., pl.e.ne and plan 1'Il.l:fiJJoent report••

!I Trade partner groopiDg, uilJ.••• othersi.e specified, foll"". the c1ae.ification SlIIP1.<>Tod by the staUetice1 Office of the United llatioIlS (cf. United BatioIlS standard Oountry Code (United Bationo pnblication,
Bal.e. Bo. E. 70. XVII.13 ». Growth rate. were c_ted directly frail the nationa1 currency data and thus do not renect the dollar deval.uatioWi. lloth export. and 1JlIport. are expre••ed f.o.b., ""copt far llnngariWl
1JlIport. which are sh""n c.i.f. in natioIle1 returns.

!!I Inc1uding lugosavia and Cuba.

~ "Capitalist econcmdesll
, i.e., ecoJ1Olllic cl.uses I and II of the classification aystea referred to in foot..note !/, but exclUding Yugoe1avia and CUbe..

~ Growth rate of tote1 trade est~ted ... weighted average of """'POIleut••

!Y Est~ted.



Table II-9. Centrally planned economies of Eastern Europe and the USSR: growth ir.. 7a1:..:e
and quantum of foreign trade, 1961-1974

(Percentage average annual rate of increase)

Country Value

1966
1970

Exports ~/

1971
1974

Quantum

1966
1970

1971
1974

Value

1966
1970

Impcrts a,

1971
1974

1966
197C

1971
197L

21. 4

Bulgaria

Czechoslovakia

German Democratic
Republic

Hungary •

Poland

Romania • • • • • •

Eastern ~op~/.
USSR • • • • • • •

Eastern Europ~/
and USSR •

6.8
11.6

10·9

9.0

9.1

8.0

8.6

11.3

7.1

10.1

8.9
9.8

10.9
9.• 0

9.4

12.3

10.8

12.2

14.6
18.1
21.5

14.5
15.8

15.0

7.4
11.1

11.1

9.4
8.8

12.6

9·0

8.6
9.1
9.5

9. 4
6.6

9·5
10.6
11.3

9.3
10.4

13.2

8.0

5.1

9·3
9.4

10.7
8.4

7.4

8.0

6.7

11 .. 5

10.5

12.7
9.7

c .....,,\.

15.6

16.6

5 1..-

~ I.
i."'"

1l.1

le.e

1~,,5

i II> I

,. ,

12.4

11. 5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, baSed or,
national statistics.

~ See foot-note a to table II-i.

~/ Excluding Romania for the quantum series.



Table II-IO. Centrally planned economies of Eastern Europe and the USSR: foreign trade
unit values and terms of trade, 1971-1974

(Percentage change from preceding year)

Unit value of exports Unit value of imports Terms of trade
Country

1971 1972 1973 1974 1971 1972 1973 1974 1971 1972 1973 1974

-0.4 2.9
0.5 4.7

I......
(D
o
I

Bulgaria

Czechoslovakia

German Democratic
Republic

Hungary

Poland

Romania • • • • • .

Eastern Europ~/.
USSR ••••••

Eastern EuroP~/
and USSR •

0.8
1.7

0.4
0.3
2.4

1.2

4.5

2.6

0.3
1.6
1.8

0.9
-0.2

0.4

1.8

5.0
6.0

4.2
8.4

5·9

7.4
7.8

14.7

8.7

2.2
2.5

0.3
1.7

-1. 7

0.8

0.5

0.5

..:1.3

2·9

1.9
.2.4
-0.5

1.2

1.0

1.5

3. 4 8.3

5.5 10.3

5.8 13.0
6.4 16.4
8.7 16.8

6.2 13.4
1.9 8.2

4.4 11.2

-1.3
-0.8

0.1

-1.4
4.2

0.4
4.0

2.1

0.9

-2·3

-1.6

-0.8

2.3

-0.3
-1.2

-1.1

-0.4
-0.7

-3.8
-1.3

-2.4

-2.0
6.4

1.5

-1.1

-1.0

-5.0
-7.4
-1.8

-3.3

-0.8

-2.2

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on
national statistics.

Note: The unit value indices were computed from trade value data in national currencies at current prices and quantum
indices which, except for the Fisher-type index used in Hungary, were of the Laspeyres type. The computed unit value indices
therefore approximate Paasche-type price indices. Current and constant price trade data for individual countries, the
latter standardized to a common 1960 price base, were aggregated in terms of transferable roubles.

~/ Excluding Romania.



Table II-II. Centrally planned economies of Eastern Europe and the USSR: income
elasticity of foreign trade, 1961-1974

Income elasticity of exports Income elasticity of imports

Country
1960- 1965- 1960- 1965- 1970- 1960- 1965- 1960- 1965- 1970-
1974 1974 1965 1970 1974 1974 1974 1965 1970 1974

Bulgaria • . 1.6 1.4 2.0 1.5 1.2 1.4 1.2 2.0 1.1 1.9

Czechoslovakia 1.5 1.4 3.0 1.2 1.2 1.5 1.3 3.5 1.1 1.4

German Democratic Republic • 1.8 1.7 2.2 1.6 1.7 1.8 1.8 1.4 2.0 1.4

Hungary 1.7 1.6 2.2 1.3 1.6 1.6 1.5 2.4 1.4 1.2

Poland 1. 1f 1.4 1.8 1.6 1.1 1.6 1.7 1.5 1.4 1.8

USSR • . 1.2 1.2 1.3 1.3 1.7 1.1 1.3 0.9 0.9 2.1I....
0:>....
I Source: Centre for Development Planning, Projections and Policies of the United Nations secretariat, based on

national foreign trade and general statistical yearbooks.

Note: Except for the 1970-1974 values, the elasticities were derived as parameters of double-logarithmic regressions
of foreign trade quantum indices on the index of national income (net material product produced) at constant prices.
Except for the 1960-1965 observations for Czechoslovakia, all parameters were statistically significant. The 1970-1974
elasticities were obtained as ratios of trade to national income compound growth rates. The foreign trade quantum indices
were generally calculated as Laspeyres volume indices with moving or periodically shifting weights. Weight regimens vary
between countries and between trade and output indices, and hence intercountry differences and changes over time in the
elasticity measures should be taken as approximations of the actual order of magnitude.



'l'nble II-12. (Jen trn.lly plnnncr] I:(;onornlcl: of' g'J.et(;rn j~lJropc Ilnu ttJc U:;:.:R:
commodHy I;ompo/;j t,l(~n 01' 1.r(J.dc, '.!:./ 1~r;1-1~71,

(Pe rcento.gc 01' 1,01,0.1 tro.dc)

--_..- ._._._._-_..-. __ ._--_.__.__.- ------- - .- _.-.---_._---.
JJllportll

Goun t.ry nntl per 1ncl
Capltnl
good~.t.!../

Produc:p.r
(,-oodn :.:../

I;'ood 
fl tuTTI:

CIJnnumer
manu
fael,lJTCn

Capl Lal
goocln !'../

Producer
~OOUfl ::=./

Food
stuffn

COl

rna.~

fat

J1uleo.r1 n.

19(,1-1.<)(,5
1.<j(,(,-1970
1971-19711

Czcehonlovaklo.

19G1-1<)G~. •
1966-1.970 •
1971-1971J •

?l.7
':'7.0
y,.'j

117.)
119.[\
1,13. f3

27. 1,
21.(,
111. '.i

29.2
2(1. 7
29·0

y,.l
3(,.2
33. 1)

111.11
I~i. 2
n.1

In.O
1'(.1
17.(,

I,li • (,
I,I,.,?
}1).2

2(,. f)
32'()
3~,1,

50.)
4).1
1,4.5

H3.6
1';.7
12.5

Germnn Democro.t:l.c Repub1 ie

1961-1965
1966-1970
1971-1974

Hungary 9:./
1961-1965
1966-1970 •
1971-1974 •

Poland

1961-1965
1966-1970 •
1971-1971,

Romania

1961-1965
1966-1970
1971-1974

USSR ~/

1961-1965
166-1970

~971-l974

48.0
49.9
50.9

29.5
25.6
27.0

32.1
37.4
38.4

17.5
20.7
23.0

18.8
21.6
21.3

30.1
26.9
26.6

27.5
29.1
28.2

52.0
42.8
39.4

67.6
65.8
68.8

22.3
22.6
23·9

18.6
14.1
12.8

22.2
22.0
19·9

11.0
10.0
6.9

li1.n
20.1
JJ3.2

20.7
22.7
20·9

12.2
15.4
15.8

2.6
2.6
3·0

11,. (,

2F\.2
30.13

22.0
21.1
22.4

32.1
36.2
38.7

40.7
44.0
40.0

33. 6
35.3
33.7

59.)
49.9
I+G.9

49.3
46.0
48.6

33·9
30.8
31.6

21.6
16.7
15.7

12.0
11.1
10.7

14.4
10.7
9.4

16.1
15.2
17.8

Source: Centre for Development Planning, Projections and Policies of the United Nations Secret:
based on national statistical yearbooks and other economic publications.

a/ Based on the "Uniform Trade Nomenclature" (ETN) of the Council for Mutual Economic Assistanci
Most data for 1961-1970 are classified according to the 1962 ETN version, while those for 1971-1974 I

based on the revised 1971 nomenclature.

"E..! Machinery and equipment (including spare parts, except for Hungary).

:=./ Raw materials, fuels and semi-manufactUres; in the case of Hungary, also spare parts.

~/ Breakdown based on a national classification system not fully comparable with the ETN nomenc

e/ Share of producer goods and food-stuffs estimated on the basis of subcomponents given in the
foreign trade statistics and the distribution of a residual on the basis of complete information ava
for selected years.
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Table II-l3. Hungary: commodity composition of trade, 1961-19'14
(Percentage)

1967!! 1914 1961-1910!1 1911-19'14
COJIDDodity groups

Quant~ Quan-.;;;;JJ Quant-;;;jj ;,mtUJJValue Value Value Value

Exports

Fuels and electrical energy · . · . . . 1.2 1.2 0.8 0.4 1.3 1.3 0.8 0.7
Raw materials, half-finished products

and spare parts • · . · 21.1 28.3 21·1 26.0 21.1 28.3 21·3 27·2
Machinery and equipment • · 25.0 23.9 21·7 31.0 25.8 25·1 21~0 28.1
Industrial consumer goods 23.6 23.0 19·5 21.2 22·7 22.4 21.0 22.0
Food-stuf'f's . . . . . · · · . . · 23.1 23.6 24.3 21.4 22.5 22·9 23.9 21.1

I I:mportsI-'
co

7.4 1.4 7.6LV Fuels and electrical energy · . · . . . 1.5 1·5 1·7 7.0 7.7
I

Raw materials, half-finished prodUcts
aDd spare parts • · · · · 49.9 49.1 51.8 48.8 51.6 51.1 50·2 49·7

Machinery and equipment • · · . . . 23.5 23.3 20.8 24.7 21.2 21.0 22.5 2,.6
Industrial COftIlUlDer goods · . . · 1.5 1.2 8.6 10.2 8.3 8.1 9·0 9.7
Food-stuffs • . . . · · · 1l.6 12.4 1l.4 8.8 1l.2 1l.6 10.7 9.'

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on
nationar-statistics.

!I The composition of trade as reported for 1961-1910 has been adjusted to take into account the modifications in
reporting technique introduced in 1911.

E.I Structure at 1910 prices. Components have been deflated separately, aDd the structure was computed on the sum of
deflated components.



~b II-1~. CeDtn.l17 p1QUed ec::~e&l of Eutern Ivope and the USSR:
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-0.1 -1.0 -1.5
1.0 0.' 2.2

-2.6 -'·1 -24.5
-7.8 -10.8 -34.5
11·7 18.4 11.0

2.8 10.6 -0.1
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6., 16.2 -2.'

.14.1 -,.6 -2'.0
28.1 38.2 25.8. . . . .
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CeDtr~ plaDDed ecollOllielB •
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~
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Table 11-15. Centrally planned economies of Eastern Europe and the USSR:
growth of crop and animal production, 1971-1980

(Percentage)

Average annual rates
1971- 1976- Change from preceding year
1975'a! 1980, b! 1971, 1972, 1973, 1974, 1975, 1976,

Sector and country actual- planned- actual actual actual actual actual planned

Crop production sector
Bulgaria • · · · · 1.7 -0.3 8.5 0.2 -6.9 8
Czechoslovakia · · 2.6 2.8 3.6 6.3 3.1 -2.9 8.7
German Democratic

.'" IRepublic · 1.5.::1 3.7 -5.0 16.9 -6.2 10.5
Hungary · · . . 5.7 3.6-3.8 11. 7 6.3 8.5 2 2-2.5 6
Poland • · · · · · 2.2 2.8 1.1 7.8 6.5 -0.7 -3. 3d! 7.7

I Romania 5.4 ! 26.5 7.6 3.2 0.6 -l.~.... USSR 1.0£ 3.4-3.8 -1.3 -7.7 27.1 -10.0(Xl . ·VI
I

Animal production sector
Bulgaria · · · 4.4 6.1 1.4 3.2 5.7 5.8
Czechoslovakia 3.0 3.5 4.1 3.3 3.0 1.1 1.0
German Democratic

Republic 4.4 1.7 5.0 4.7 4.6 6.0 1.6
Hungary · · · · 3.3 3.0 6.4 -1. 7 4.5 8.0 1
Poland · 5.2 3.0-3.4 6.6 9.0 8.2 4.2 -1.9d! 3.7
Romania · · · · · . . 7.7 ! 9.0 12.3 7.7 1.5 8.5-
USSR . · · 3.5£' 1. 4-2.6 3.5 -0.6 6.1 5.2

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on national statistical reports.

~ Average annual compound rate between terminal years.

E/ Change in the five-year average output from the average of the preceding five years, expressed as
annual compound rate.

£.! 1971-1974.

Y Estimated.



Table 11-16. Centrally planned economies of Eastern Europe
and the USSR: shares of CMFA countries in
total trade, 1961-1974

(Percentage)

Export!'! Imports
Country and group 1961- 1966- 1971- 1961- 1966- 1971-

1965 1970 1974 1965 1970 1974

Bulgaria · · · . 77.5 74.6 75.9 76.1 72.2 73.7
Czechoslovakia . 68.5 64.3 64.7 67.9 66.2 63.2
German Democratic Republic . 72.9 69.3 68.7 71.6 68.4 61.6
Hungary . . . . 67.1 64.6 64.6 65.0 64.1 59.8
Poland . · · · . . 58.9 60.1 57.2 60.5 62.8 51.1
Romania 64.9 51.9 43.3 62.7 47.4 39·7
Eastern Europe . 67.6 63.7 61.9 66.4 63.6 57.4
USSR . · · · 58.4 54.6 52.6 57.4 58.7 55.4

Source: Centre for Development Planning. Projections and Policies of the
United Nations Secretariat, based on national statistics.
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Table II-17. Selected centrally planned economies of Eastern Europe:
commodity composition of trade with socialist countries,
1961-1974

(Percentage of total trade with socialist countries)

Exports Imports
Country Capital Producer Food- Consumer Capital Producer Food- Consumer

goods goods stuffs manu- goods goods stuffs manu-
factures factures

Czechoslovakia

1961-1965 • · 53.7 27.4 2.4 16.5 31.3 46.4 17.2 5.2
1966-1970 57.9 24.7 1.7 15.7 33.8 42.8 15.6 7.8
1971-1974 57.6 24.0 1.9 16.5 38.2 42.9 10.9 8.0

(
HungaryI-'

CP
-J 1961-1965 38.6 25.3 15.3 20.8 27.0 60.0 5.9 7.1I

1966-1970 . 34.7 24.2 16.6 24.5 25.1 58.7 6.5 9.7
1971-.1974 . · 35.7 23.1 19.1 22.1 27.3 55.8 5.6 11.3

Poland

1961·-1965 45.1 35.5 6.5 12.9 39.8 43.8 7.8 8.6
1966-1970 51.5 27.1 3.9 17.5 42.5 42.2 7.9 7.4
1971-1974 . · 55.2 22.0 4.1 18.7 44.8 39.4 7.3 8.5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on national statistics.

Note: For the full definition of the four commodity groups, see foot-notes to table II-12. The
Hungarian data are not completely comparable with those for the other countries.



Table II-18. Hungary: commodity composition of trade with
socialist countries~ aJ 1967-1974

(Percentage of total trade with socialist countries)

Type of measurement Machinery Fuels Raw / Food- Industria!

and year and and materials£ stuffs consumer
equipment energy goods

.Exports

At current prices:

1967 . · · 33.7 0.5 24.9 16.4 24.5
1967-1970 . . . . 34.5 0 .. 7 23.9 16.8 24.1
1971-1974 35.7 0.5 22.6 19.1 22.1
1974 . · · . 37.1 0.5 21.5 21.3 19.6

At 1970 prices:

1967 . · · 33.6 0.4 25.1 16.4 24.5
1967-1970 34.5 0.7 23.9 16.6 24.3
1971-1974 36.2 0.5 22.2 17.5 23.6
1974 38.8 0.5 20.7 18.4 21.6

Inports

At current prices:

1967 . · · 26.7 11.0 45.3 8.1 8.9
1967-1970 24.8 11.3 46.6 7.5 9.8
1971-1974 27.3 10.9 44.9 5.6 11.3
1974 • · · 27.4 10.6 43.6 6.4 12.0

At 1970 prices:

1967. · · 27.1 11.0 44.9 8.2 8.8
1967-1970 . . . . 24.8 11.3 46.5 7.6 9.8
1971-1974 28.7 10.6 44.0 5.0 11.7
1974 . · · 30.2 10.1 42.4 4.5 12.8

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on national statistics.

al The composition of trade at current prices in 1967-1970 was adjusted to take
into account modifications in the commodity classification introduced in 1971. All
components were deflated separately into 1970 prices. The composition at 1970 price
is based in the sum of deflated components.

E! Including semi-finished products and spare parts.
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Table II-19. CentraJ.1y planned economies of Eastern Europe and the USSR: trade with developing countries.
growth rates and shares in total. trade. 1966-1975

(Percentage)

Region and country EKports Imports
1966- 1971- 1971 1972 1973 1974 1975 1966- 1971- 1971 19'12 1973 1974 1975
1970 1975 1970 1975

G~ of trade value (average annual cpmpound rate and annual growth rates '1:/
Eastern Europe • • • 8.9 7.8 1.0 14.9 57.5 6.8 3.1 1.1 26.9 74.3

Bulgaria ••• . . 16.3 27.0 12.8 5.8 23.1 94.8 16.5 13.0 17.2 28.8 -3.3 26.1 75.5 -22.2
Czechos1ovalda • • 4.4 10.2 17.5 -4.0 -3.0 32.4 12.3 2.5 9.4 -2.7 8.0 22.7 37.0 -1l.2
German Democratic Republic • 9.3 ... 7.0 -10.6 13.5 27.1 9.8 ... 3.1 -22.4 30.8 135.7
Hunge.ry 6.1 14.3 6.8 8.6 50.6 1l.6 13.7 14.8 -5.2 -1.6 21.4 61.3 9.0
Poland •• .. .. . . .. .. . 8.4 21.5 -0.5 -0.3 2.2 100.4 30.5 -1.4 20.3 7.8 6.0 10.2 65.1 21.2
Rcmania 19.5 4.8 22.2 62.6 56.3 18.2 8.8 26.6 58.1 85.2

USSR •••• 12.4 13.0 0.6 8.0 37.8 19.3 3.3 9.1 22.6 -3.2 -0.7 39.8 43.1 43.7

Shares in total trade (percentage of total. exports ar imports y:J
Eastern D1rcJJIe • • 8.0 7.5 6.7 6.7 8.8 6.5 6.0 5.5 5.8 7.8

Bulgaria ••••• . . . . .. 7.4 10.5 7.9 7.6 8.2 13.7 13.1 5.8 7.0 7.1 6.2 6.8 !M 5.8
I Czecho81.ovalda • . . .. .. 10.9 9.2 10.4 9.2 8.2 9.3 9.3 8.4 7.1 6.9 6.9 7.3 8.2 6.3
I-' German Democratic Republic • 5.7 5.4 4~3 4.4 4.8 4.9 4.7 3.3 3.6 7.0CD 6:2 ...
\0 Hunge.ry 7.1 6.4 5.6 5.2 1.0 1.0 7.9 1.' 6.4 6.4 1.2 8.4 7.6
J PolaDd •• . ~'. 8.0 7.' 7.1 6.1 5.3 8.2 8.6 6.5 4.8 5.6 4.8 4.0 5.0 5.0

Raania . .• . . . 10.5 9.0 9.6 12.1 14.5 lIt._ .. 5.7 6.9 7.6 10.0 12.0
USSR ••• 19.8 20.3 19.6 20.6 22.9 20.8 18.6 13.7 15.0 13.9 1l.6 13.9 16.5 16.7

~: Centre far DeveJ.opaent Pl..a.nniDg. Projections and Policies of the United Nations BecretllZ'iat. based on national statistical sources.
!I Growth rates were caaputed on the original data in Dational. currencies and thus do not reflect the dolllIZ' devaluation (see foot-note !I 'to tab1e II-7).
~ Directional. a'ttribution of~s and :imports is by' country of purchase and es.1e. except far Hungary and the USSR where i't is by' count17 of arigin and

ul'tima'te destiDation.



Table 11-20. Centrally planned economies: bilateral aid commitments
to developing countries) by donor country) 1966-1975

(Millions of dollars)

Annual averap;es
Donor country 1966- 1971- 1971 1972 1973 1974 19

1970 1975

Total. . · . · · 942 2 453 1 940 2 439 2 475 2 924 2 4

CMEA countries. . · · · · 796 1 945 1 358 1 650 2 006 2 487 2 2

USSR. · · · · · 427 1 159 1 016 957 1 229 1 247 1 3

Eastern Europe. . · · · · 369 786 342 693 777 1 240 8

Bulgaria. · . 40 52 55 40 43 117

Czechoslovakia. 114 126 14 100 303 108 1

German Democratic Republic. 100 51 25 23 46 1

Hungar;)r • · 47 98 42 45 148 110 1

Poland. · · · · · · 28 109 65 100 247 107

Romania • · 40 350 141 385 36 752 4

China . 146 508 582 789 469 437
,.,

· . · c.

Sources: Centre for Development Planning, Projections and POlicies of the
United Nations Secretariat) based on Bank for International Settlements, Press
Review (Basle); Biulleten' inostrannoi kommercheskoi informatsii (Moscow); East-We
Commerce Bulletin (London); Vneshniaia torp;ovlia (Moscow); Far Eastern Economic
Review (Hong Kone:; East-West Markets (New York); China Trade and Economic
Newsletter (London); and other official and unofficial information.

Note: Developing countries do not include Cuba. National currencies were
converted into dollars at current official rates of exchange. Data for 1975 are
preliminary.
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Chapter III

GROWTH AND ADJUSTMENT IN THE DEVELOPING COUNTRIES

In the first half of the 1970s the external forces bearing on the
development process in the developing countries were stronger and more variable
than in any other period since the Second World War. Though at times - especially
in the midyears of the quinquennium - these external forces exercised a very
favourable influence on economic growth, their cumulative impact was negative.
Disparities in income were appreciably widened, both among countries and within
countries. The stronger, resource-rich economies benefited most from the
increases in international demand and in the prices of some of the primary
products; the weaker, resource-poor economies suffered most from the subsequent
shrinking of demand and the continued rise in import costs. The urban populations
tended to gain most from the upswing in trade and the rapid growth in manufacturing;
the rural populations, because of the tax or marketing system, did not always
gain from the commodity boom, but bore the brunt of the crop failures that were
particularly widespread in 1972 and 1974.

Agricultural production in the developing countries increased less rapidly
than population in three of the five years between 1971 and 1975 (see table III-I).
Only in 1975 did the expansion in agriculture exceed the target of 4 per cent
a year laid down in the International Development Strategy for the Second U~ited

Nations Development Decade, and over the quinquenniUm the average rate of
growth was only 2.2 per cent a year, which was somewhat below the average rate
Jf population increase.

The growth in manufacturing prOduction, by contrast, accelerated to
10 per cent in 1973 before receding to only half that figure in 1975. This

,31owdown reduced the average annual rate or- increase over the five years to
3lightly below the 8 per cent target in the International Development Strategy.

There were wide swings in the rate of increase in the volume of developing
~ountry imports: it dropped below 3 per cent after the 1971 recession and then
~ccelerated to 18 per cent in 1974 before falling back to 7 per cent under the
.nfluence of deClining export earnings. Over the quinquennium the average was
fell above the Strategy target of 7 per cent a year, but there was a marked
.:ontrast between the rate at which the petroleum-exporting countries were able
GO expand their imports - about 20 per cent a year - and that averaged by the
cemaining developing countries which, at 6 per cent, fell somewhat short of the
~arget.

There was an even sharper contrast between these two groups of developing
~ountries in the case of exports. Measured in terms of their power to purchase
mports - which is the implicit designation of the Strategy target of a 7 per cent
'ate of increase over the decade - the exports of the_petroleum-importing
I.eveloping countries accelerated notablv between 1971 and 197~, to about
L8 per cent, and then declined in 1974 and 1975. Over the quinquennium the growth
-ate averaged only 2.3 per cent a year, against an average of almost 25 per cent

year achieved by the petroleum exporters.
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A similar upswing and downswing occurred in the growth o~ developing country
income. For the group as a whole the average annual rate of increase in gross
product was over 8 per cent, well above the Strategy target. The petroleum
importing countries, however, exceeded the 6 per cent target only once - in the
peak year of 1973~ the rate o~ growth started at about 4 per cent in 1971 and
tailed off to less than 3 per cent in 1975, averaging just below 5 per cent over
the quinquennium.

The swings in developing country performance - upward in 1971-1973 and
downward in 1974-1975 - were closely related to the demand cycle in the developed
market economies, examined in chapter I. The changes were transmitted chiefly
through the prices of primary commodities Which rose steeply in 1972 and 1973,
levelled off in 1974 and then declined. In many cases, especially during the boom,
these movements were accentuated by parallel changes in the volume of the commodity
traded; although in the case of some of the key commodities the rise in price was
in part the result of a shortfall in supplies from the exporting countries. In
the aggregate, the growth in export volume accelerated from 7 per cent in 1971 to
10 per cent in 1973 before falling to 1 per cent in 1974 and becoming negative in
1975. The export earnings of the petroleum-importing countries followed the same
pattern: their expansion, measured in dollars, peaked at 45 per cent in 1973,
eased off to 40 per cent in 1974 and turned into a contraction in 1975.

In varying degree these trade movements were affected by the changes that
were taking place in the international monetary system. The break-up of the
Bretton Woods regime introduced a new element of uncertainty into developing
country trade. Part of the demand for commodities in 1972 and 1973 came not from
end-users .but from precautionary and speculative purchases occasioned by
uncertainty regarding currency values. Moreover, each developing country was
confronted by the need to make new decisions regarding the nominal value of its
own currency and these decisions influenced the way in which export proceeds were
distributed within the domestic economy and hence the process of development itsel

The fluctuations generated by the trade cycle were also affected by two major
exogenous factors - the weather and its impact on agriculture and the decisions of
the producers regarding the international price of crude petroleum.

The quinquennium had more than a normal share of bad weather - drought, flood
frost, lack of snow cover - affecting many parts of the world. The most serious
and widespread of these climatic shocks occurred in 1972 when every continent was
affected and world agricultural production was actually reduced. This set in
motion a rapid rise in food prices, aggravating inflationary pressures everywhere
and posing awkward problems for many developing countries not only in respect of
internal price policy but also in adjusting agricultural and trade policies.
Conditions in 1973 permitted a strong recovery but 1974 was another poor
agricultural year in the developing countries and 1975 brought more crop failures
in the Soviet Union. This run of unfavourable weather prevented any rebuilding of
cereal stocks and made the world grain market far more sensitive to short-term
impulses than at any time since the early post-war period.

The ra~s~ng of crude petroleum prices by the Organization of Petroleum
Exporting Countries (OPEC) in 1973 helped to swing the terms of trade against
the petroleum-importing countries. It greatly boosted the resources available
to the 13 developing countries members of OPEC and effectively removed the
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foreign exchange constraint on their economic growth. By the same token the large
increase in ~he cost of a major and essential import seriously aggravated the
foreign exchange constraint on the other developing countries.

The impact of changes in the international monetary system

Between mid-197l and mid-1973 the developing countries were subjected to a
number of shocks generated by the transformation of the international monetary
system from one of fixed exchange rates linked to gold to one 0f freely floating
exchange rates witn links not to gold but to various combinations of currencies
managed by national monetary authorities with the object of preventing unduly
disruptive changes. This transformation was not a planned process. It started
with unilateral action by the United States suspending the convertibility of the
dollar in August 1971. It followed with an attempt in December 1971 by the
Governments of the 10 major currencies to fix new exchange rates based on a
devalued dollar ($38 per ounce of gold instead of $35) 1/ and a wider margin for
permissible fluctuations around the new parities. These new relationships - known
as the Smithsonian realignment - proved impossible to maintain and though the
members of the European Economic Community (EEC) created a mechanism for
stabilizing the rates among their own currencies, in June 1972 the United Kingdom
allowed the pound to float downwards and in January 1973 Italy set a separate
exchange rate for capital transactions. Largely as a result of the movement of
funds from Italy, the Swiss Government decided to let the franc float upwards.
In February 1973 the United States announced a further devaluation of the dollar
(of 10 per cent against the special drawing rights (SDR) of the International
Monetary Fund (IMF)). y This was followed by decisi.onfl ..py.tl;le. tp.o:n~tary .
authorities of Italy and Japan to let the lira and the yen float. In March the
Federal Republic of Germany upvalued the deutsche mark by 3 per cent (in terms of
SDR) and the six members of EEC - Belgium, Denmark, France, the Federal Republic
of Germany, Luxembourg and the Netherlands - joined by Norway and Sweden, while
strengthening their interrelationships, decided not to maintain their joint
relationship with the dollar. Thus bymid-1973 all the major trading currencies
'Here floating and the price of gold on the London market was in excess of $120
3-n ounce.

In the meantime the International Monetary Fund had set up a Committee (of
Ghe Board of Governors) on Reform of the International Monetary System and Related
Lssues. This body - known as the Committee of TWenty - met for the first time in
leptember 1972. This gave representatives of developing countries their first
)pportunity to participate in the making of international decisions regarding the
lmerging monetary system. By the time it was dissolved in mid-1974 the Committee
lad met six times and its deputies 12 times and it had commissioned a number of
;tudies. Events, however, had tended to overtake it: the early restoration of a
'ystem of fixed, though more flexible, exchange rates became increasingly unlikely
.s inflation intensified in the major developed market economies and at widely
iffering rates.; and when the price of petroleum was quadrupled the problem of

l! This became effective in May 1972.

y The new par value of the dollar became effective in IMF in October 1973.
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restoring international equilibrium was completely trans!~v.l.'liled. The
recommendations of the Committee that were of most inilllediate relevance related
to guidelines for the management of floating exchange rates and to efforts of th,
international community to avoid trade-destroying measures to restore severely
unbalanced current accounts. lFhrther work on the reform of the international
monetary system was handed over to a new Interim Committee of the Board of
Governors.

The break-up of the Bretton Woods system of fixed exchange rates exposed
the developing countries to a number of unfamiliar problems. The value of
external assets and liabilities denominated in foreign currencies suddenly becam
less certain and each developing country was faced with a new need to decide the
value of its own currency and to devise ways and means of maintaining that value
The circumstances for making such decisions, moreover, were particularly
unfavourable: the real value of every currency was being eroded by the general
inflation, though at very different rates. Like the smaller developeq market
economies, the developing countries tended to feel victims of the changing
monetary system rather than shapers of it.

The effect of changes in the parity of major currencies

The value of external assets

Since a large proportion of the international reserves of many developing
countries take the form of bank deposits, treasury bills, government securities
and similar claims of high liquidity traditionally held in dollars and pounds,
the two reserve currencies of the Bretton Woods regime, the devaluations of
1971 and 1973 represented a nominal loss in terms of other currencies. Against
SDR the dollar lost almost 8 per cent in 1971 and 10 per cent in 1973 and by the
end of 1974 it was over 18 per cent below the 1970 level, though it recovered
about 4 percentage points in the course of 1975. The pound appreciated against
the dollar in 1971 and 1972 but lost ground in 1973 and continued to weaken afte
floating became general so that by the end of 1975 it had lost about 28 per cent,
of its 1970 value in SDR.

In 1971, just over three fourths of the international reserves of the
developing countries consisted of foreign exchange, but the proportion ranged
from less than 40 per cent in Afghanistan, Argentina, Egypt, Lebanon, Mali,
Uruguay and Zaire to over 95 per cent in Chad, Indonesia, the Libyan Arab Republ
Singapore, Sri Lanka, the Sudan and Tunisia (see table 111-2). Valued at
$38 per ounce, gold comprised about 15 per cent of developing countries' total
reserves, but the proportion ranged from nil in Jamaica, Sri Lanka and a number
of African countries to over 40 per cent in Algeria, Egypt, Lebanon and Uruguay.

The relative importance of any change in the value of foreign exchange
holdings also differed markedly from country to country. Total developing count:
holdings at the end of 1971 amounted to rather more than 4 per cent of the
combined gross domestic product of the developing countries but the ratio ranged
from less than a fourth of the average in Argentina, Chile, Egypt, India, Mali,
Pakistan, Panama and Uruguay to over four times the average in the Central Afric
Republic, Jordan, the Libyan Arab Republic, Mauritius, Saudi Arabia and Singapor
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The impact of the 1971-1973 changes in exchange rates on the foreign assets
of the developing countries thus differed considerably from case to case. In
general, in 1971 the countries that gained most in dollar terms (or lost least
in terms of SDR) were those that had the highest proportion of non-dollar assets.
In 1973, by contrast, the value of sterling assets - measured again in terms of
SDR - declined more than that of dollar assets. Under an arrangement 3/ made
after the devaluation of sterling in 1967, however, the 64 monetary authorities
that had agreed to hold varying proportions of their reserves in London were
protected in respect of 90 per cent of those reserves against any deterioration
in the dollar/pound rate below $2.376 per pound for more than 30 consecutive
days. The arrangement, which was extended from September 1973 to the end of 1974,
cost the United Kingdom Government £140 million in compensatory sterling p~yments

for the loss in dollar-equivalent sustained between mid-1972 and March 1974. The
total sterling balances of the developing countries - commercial as well as
monetary - were well maintained in 1971 and 1972 but, in the face of a sharp
rundown of East Asian holdings, they declined in 1973 (see table 111-3).

In the aggregate, the December 1971 realignment raised the nominal dollar
value of developing country foreign currency holdings by just under $0.9 billion
or about 5 per cent. The second realignment, after the devaluation of the
dollar announced in February 1973, had a very similar effect: it raised the
dollar value of developing country international reserves by a further 5 per cent,
or about $1.4 billion. ~

Such estimates of the change in the nominal capital value of reserve assets
take no account of either the earning power or the purchasing power of the assets
in question, both of which are affected by exchange rates. In general, the
earning power of the assets held as international reserves tends to vary inversely
with their capital strength as perceived by the market. At the one extreme,
foreign assets denominated in a weak currency usually earn the highest rate of

1/ This involved enlarging the so-called Basle Facility (set up in
co-operation with the Bank for International Settlements and certain member
countries in 1966) from $1 billion to $2 billion in order to offset the effects
on the United Kingdom's reserves of fluctuations in the sterling balances. The
arrangement was completed in September 1968 to operate for five years. In the
face of the change in the nature of the monetary inflow after the dramatic rise
in petroleum prices, the arrsngeKEntwas allowed to expire in 1974. In
December 1974, Saudi Arabia declined to accept sterling in payment for petroleum
and in 1975 the sterling holdings of the petroleum-exporting countries, which
had trebled in 1974, began to decline. The exchange rate of the pound against
its trading partners depreciated steadily in 1975 and a number of the countries
that had used it as an intervention currency switched to the dollar.

4/ See International Monetary Fund, Annual Report, 1972, p. 22, and
1973~ p. 30. These estimates of the over-all effects of changes in the exchange
relationships among the major currencies are based on unpublished information
regarding the composition of the reserve assets of individual countries.
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interest payable on securities of requisite liquidity. '2./ The magnitude of such
earnings represents an offset to the nominal gains or losses in the capital value
of assets.

The chanEes in the exchange rate affecting these capital values also affect
the purchasing power of the assets concerned. Thus, both the 1971 and the 1973
realignments raised the dollar cost of the basket of developing country imports
by about 7 per cent. While the nominal dollar value of developing country
reserves rose by 5 per cent, therefore, their real value - in terms of command
over imports - was reduced by about 2 per cent. The higher the proportion of a
country's imports denominated in an appreciating currency, the greater is likely
to have been the loss in the purchasing power of its reserve assets.

Though by comparison with the stability of the Bretton Woods system, the
alterations in exchange rates in 1971-1973 rank as major upheavals, their
immediate effect on the world economy was overshadowed by those flowing from
the inflationary forces generated in some of the major developed market economies
during this period and from the change in key commodity prices induced by supply
problems or administrative decisions. It was largely as a result of these that,
in the aggregate, the international reserves of the developing countries rose
from SDR 18.9 billion at the end of 1970 to SDR 75.1 billion at the end of 1975.
The proportion of foreign exchange in these reserves increased steadily from·
75 per cent in 1970 to 89 per cent in 1974. Over half these foreign exchange
reserves consisted of claims against the United States, plus a rapidly increasing
volume of dollar claims on the Euro-currency market.

Rapid as Was this upsurge in foreign assets, developing country trade rose
even faster. Thus, after regaining the level of the early 1950s in 1972, the
ratio of international reserves to imports slipped back in 1973 and ended 1975
at "Tell below the peak figure. Since a high proportion of the increment in
reserves accrued to the petrOleum-exporting countries, moreover, the falling off
in the average reserve/imports ratio of the rest of the developing countries was
extremely sharp: from over 30 per cent in 1972 and 1973 - the highest figure
since the early 1950s - the ratio had dropped to a record low, below 23 per cent,
in 1975. The illiquidity was most severe in the petrOleum-importing countries
of Africa and the western hemisphere (see table 111-4).

The value of external liabilities

The realignment of exchange rates in December 1971 and early 1973 also
affected the dollar value of the external liabilities of the developing countries.
As in the case of their assets, there was an increase in the value of debt
denominated in the appreciating currencies and a reduction in the value of
sterling and lira debt.

Of the $77 billion owed by the 79 principal debtors among the developing
countries in 1971 about a third was due to the United States - 21 per cent to the

2.! The average annual yield, to maturity, on long-term (over 12 years)
United Kingdom government bonds, for example, rose from 9.2 per cent in 1970 to
14.8 per cent by the end of 1975.

-196-



Government, 6 per cent to identified private creditors and a large share of the
8 per cent of the developing country external public debt arising in the
Euro-currency market or from other sources not readilJr allocatea Lu uc:tLlunal
lenders. Denominated in dollars, this debt was unaffected by the realignm~nt.

About 9 per cent of the developing country debt was o"'i-Ted to the United Kingdom 
rather more than half of it to private creditors - and the dollar value of this
portion was raised slightly by the higher value of the pound in 1972 and then
reduced by the subsequent depreciation of sterling. Another third of the 1971
developing country debt was owed to countries whose currency appreciated against
the dollar both in 1971 and in 1973 - about 10 per cent to the Soviet Union and
other centrally planned economies, 8 per cent to the Federal Republic of Germany,
and about 5.5 per cent each to France and Japan (see table 111-5).

In the case of most developing countries the principal creditor was the
country whose currency was being used for market intervention for exchange rate
stabilization and hence the currency in which most of the country's external
assets were denominated. By affecting assets and liabilities simultaneously
much of the impact of the eXchange rate realignments of 1971-1973 was neutralized.
In some instances, however, developing countries linked to the dollar or the
pound had more than the average share of debt due in appreciating currencies.
The Federal RepUblic of Germany, for example, was a major creditor of Argentina
($543 million out of $2,978 million, mostly from the private sector), Israel
(also 18 per cent but mostly from the Government) and Venezuela (12 per cent,
almost all from private lenders). Japan was a major c,reditor of Indonesia
(holding almost a fifth of its debt) and the Republic of Korea (almost a fourth).
And the centrally planned economies were major creditors of Algeria (29 per cent),
Egypt (47 per cent), Indonesia (25 per cent) and Iran (21 per cent).

Almost a fifth of the external debt of the developing countries was owed to
international institutions in 1971; the proportion was highest in the case of
Colombia and Malaysia (42 per cent) and Nigeria (39 per cent) but it was also
high (around 30 per cent) in the case of Mexico, the Philippines and Venezuela.
In general this debt was repayable in the currencies in Which it was borrowed.

In the aggregate, the Smithsonian realignment adced about $2 billion, or
3.5 per cent, to the dollar value of the external public debt of the developing
countries: the increase was least (1.7 per cent) in Latin America, whose debt
has the largest dollar component, and greatest (5 per cent) in Africa where
Governments had borrowed relatively more from EEC sources. The second
devaluation of the dollar resulted in a fUrther, though generally somewhat smaller
relative increase - under 3 per cent - in the over-all dollar equivalent of this
external debt. §j

Of the publicly guaranteed developing country debt outstanding at the end o·f
1971 (including undisbursed), about 28 per cent was due to the United States as
a result of bilateral loans. There is no indication that the devaluation of the
dollar affected the subsequent flow of loans. The United States share of the
net amount of Official and private lending disbursed in the ensuing period

6/ These estimates of the change in the dollar equivalent of the external
public debt of the developing countries were made by the International Bank for
Reconstruction and Development in its Annual Report for 1972 and 1973.
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actually declined: it was 26 per cent in 1972, 20 per cent in 1973 and
18 per cent in 1974 7/ The United Kingdom share in net disbursements of
post-Smithsonian loans was also below the figure (8.5 per cent) for its end-1971
share of developing country debt: it was around 6 per cent in 1972 and 1974
and only 2 per cent in 1973 (see table 111-6).

In contrast to these reductions, some of the countries whose currency
appreciated during this period contributed a larger proportion of developing
country borrowing. France, for example, which held 5 per cent of developing
country debt at the end of 1971, accounted for an increasing share of net loan
disbursements: 6 per cent in 1972 and nearly 10 per cent in 1973 and 1974. In
the case of ,Japan the increase was much greater: accounting for less than
6 per cent of the outstanding debt at the end of 1971, it was responsible for
17 per cent of the net disbursements in 1972, 28 per cent in 1973 and 10 per cent
in 1974.

These increases were largely the result of changes in the flow of private
credit. In France private lending was much greater than public. and between
1971 and 1974 it grew fourfold. In Japan private lending increased to the level
of public lending in 1972 and far surpassed it in 1973. And, in the case of the
Federal Republic of Germany, whose currency appreciated most sharply after 1971,
it was the repayment of private credits by developing countries that reduced the
country's share of net loan disbursements below 3 per cent in 1972 and to
virtually zero in 1973, before it recovered in 1974 to the 8 per cent figure that
represented the share in outstanding debt at the end of 1971.

It is clear that the continuing build-up of developing country debt was not
greatly affected by the changing relationships among the currencies in which that
debt was denominated. The availability of the credit was a much more important
factor, followed by its price and by the price and quality of the goods whose
purchase was to be financed.

International trade

Though of some consequence to those developing countries that had borrowed
extensively from countries whose currencies had appreciated but whose
international reserves were denominated largely in the depreciating currencies,
the net over-all effect of the 1971 and 1973 realignments on external assets and
liabilities was evidently not very large. Of potentially much greater
significance was the impact of the new relationships among the major currencies
on the pattern of trade, particularly on the cost of imports. Even this effect,
however, was overshadowed by that emanating from the domestic inflation in the
countries chiefly concerned. Thus there was no widespread switching of orders
from the appreciating to the depreciating currencies. Prices in the latter were
rising more rapidly than in the former.

Between 1971 and 1972, for example, the range of appreciation of the major
currencies against the dollar was from just under 3 per cent in the case of the

7/ In the first half of the 1970s an increasing proportion of borrowing from
non-United States sources - notably the Euro-currency market and members of
OPEC - was denominated in dollars.



pound to 6 per cent in the case of the lira to 9 per cent for the deutsche mark,
10 per cent for the franc and 11 per cent for the yen. In national currencies,
however. the rise in export unit values showed a reverse pattern: it averaged
over 5 per cent in the United Kingdom, about 3 per cent in Italy and the
United States of America, about 1 per cent in France and the Federal Republic of
Germany and -2 per cent in Japan. This narrowed appreciably the spread of
increases in export unit values measured in dollars: compared with 3 per cent in
the United States, it was 8 per cent in the United Kingdom, over 9 per cent in
Italy and Japan, 10 per cent in the Federal Republic of Germany and 11 per cent
in France (see table 111-7).

The Smithsonian realignment raised the dollar cost of developing country
imports from all sources by about 7 per cent and export prices by about 6 per cent,
thus resulting in a 1 per cent deterioration in the over-all terms of trade. The
changes in the local currency prices of developing country trade flows may have
been responsible for a 2 per cent expansion in the volume of their exports and a
contraction of almost the same proportion in imports. ~/

A similar effect was recorded in 1973: the developed market economy
currencies that appreciated against the dollar had significantly lower rates of
increase in their export prices (less than 4 per cent in the Federal Republic of
Germany, 8 per cent in Japan and 10 per cent in France) than did the United
Kingdom (13 per cent) or Italy or the United States (17 per cent). This pattern
of change was repeated in 1974 and 1975 with only one deviation, namely, the
upsurge in domestic prices in Japan in 1974 (38 per cent) - greater than any of
the other major developed market economies except Italy (42 per cent).

The realignment of exchange rates induced by the second dollar devaluation
raised over-all developing country export prices by about 7 per cent in dollar
terms and import prices by slightly more. This meant a further, though smaller,
decline in the average terms of trade of the developing countries and, as before,
a minor (1 per cent) expansion in exports and contraction in imports. 2/

Averaged over the four years 1970-1974, the rate of increase in the export
prices of the six developed market economies that bulk largest as suppliers of
manufactured goods to the developing countries ranged from 5.4 per cent a year in
the Federal Republic of Germany to 16.8 per cent a year in Italy. Appreciation
of the deutsche mark and depreciation of the lira brought these rates of price
increase to virtual equality - at about 15 per cent a year - in dollar terms.
And, expressed in dollars, the rate of increase in the export prices of the other
major suppliers were of much the same order of magnitude: the price of exports
from the United Kingdom and the United States rose at rather more than 12 per cent
a year, from France at 14.4 per cent a year and from Japan at 16.6 per cent a
year (see table 111-8).

8/ Estimates cited in International Monetary Fund, Annual Report. 1972
(Washington, D.C.).

2/ Estimates cited in International Monetary Fund, Annual Report, 1973.
In the event, these changes were overshadowed by the effects of the expansion in
demand in the developed market economies and the upsurge in commodity prices.
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Among the relatively few developing countries in which there was a measurable
switch in import source between 1970 and 1974 - from a major supplier whose
currency was appreciating to one whose currency was depreciating - contrachanges
were also apparent. Thus there was a switch from one or more of the suppliers
with appreciating currency to the United States in the case of the Dominican
Republic, Guinea, Haiti, Iran and Singapore, to the United Kingdom and the
United States in the case of Mali and Oman, to Italy in the case of Tunisia, and
to Italy and the United States in the case of Chad. But all these countries
either reduced the share of their imports coming from other depreciating countries
(as in the case of Chad, the Dominican Republic, Guinea, Haiti, Singapore and
Tunisia) or increased the share from one of the appreciating countries - the
Federal Republic of Germany in the case of Mali, Japan in the case of Iran and
Oman (see table 111-9).

A considerably larger number of developing countries switched their imports
from suppliers with depreciating currencies to those with appreciating currencies.
Thus between 1970 and 1974 there was a swing from the United States to Japart
in several Latin American countries including Argentina, Brazil, Colombia ahd
Ecuador and to Japan or the Federal Republic of Germany in Afghanistan, the
Central African Republic, Israel and Mauritania. There was a marked reduction in
the proportion of imports moving from the United Kingdom to a number of sterling
area countries - including Fiji, Kenya, Malaysia, Mauritius, Qatar, Sri Lanka and
Zambia - as well as to Kuwait, Nepal and Togo, and a corresponding increase in
the proportion coming from the Federal Republic of Germany or Japan, or both.
Both the United Kingdom and the United States lost ground in Ghana (to the
Federal Republic of Germany), Nigeria (to France and Japan) and Venezuela (to
Japan) • And Italy was also among the losers in the case of imports into Gabon,
Nicaragua and Somalia.

With the rise in petroleum prices, the proportion of developing country import
expenditure going to the industrial market economies 10/ declined from over
69 per cent in 1970 to under 66 per cent in 1974. ll/--Within this trade flow
there was a perceptible swing from the supplying crn;ntries with depreciating
currencies to those with appreciating currencies: the proportion of developing
country imports coming from Italy, the United Kingdom and the United States
declined from almost 49 per cent in 1970 to not much more than 45 per cent in
1974 and the proportion coming from France, the Federal Republic of Germany and
Japan rose from 38 per cent to 41 per cent.

The proportion of imports coming from Italy oscillated around 5 per cent of
the industrial country total and the proportion from France remained close to
9 per cent. The proportion coming from the United States fell sharply in 1971
and 1972 and. then recovered much of the lost ground in 1973 and 1974 when most

10/ North America, Western Europe and Japan.

11/ The value of developing country imports from the petrOleum-exporting
countries averaged around 6 per cent of the total up to 1973 and then jumped to
nearly 12 per cent in 1974.
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food prices were relatively high. The proportion coming from the United Kingdom
declined steadily from over 12 per cent in 1971 to about 8 per cent in 1974. The
proportion coming from the Federal Republic of Germany and Japan made corresponding
gains - the former from less than 11 ~r cent to over 12 per cent and the latter
from 18 per cent to over 20 per cent. The pattern was similar for the petroleum
exporting developing countries and for the rest of the group (see table 111-10).

The changes in exchange rate relationships seem to have had no more effect
on the growth of developing country trade than it did on its distribution. The
quantum of developing country exports increased by 7 per cent in 1971, 9 per cent
in 1972 and 11 per cent in 1973 before the collapse of demand in the major
developed market economies reduced it to a mere 1 per cent in 1974. In value
terms the gains reflected the accelerating rise in prices: they increased from
14 per cent in 1971 and 19 per cent in 1972 to 50 per cent in 1973 and
106 per cent in 1974. This last expansion was strongly influenced by the rise in
petroleum prices, but even the export earnings of the petroleum-importing
developing countries increased by 39 per cent in 1974.

Except for a slackening in 1972, developing country imports registered more
or less parallel growth: successive increases amounted to 14 per cent, 12 per cent,
3~ per cent and 62 per cent in dollar value and 8 per cent, 3 per cent, 13 per cent
and 17 per cent in quantum. It was not until 1975, in the face of the recession
in the industrial market economies and the consequent reduction in export earnings
and shrinking of international liquidity, that the petroleum-importing developing
countries were forced to cut back the volume of their imports.

Apart from their contribution to the increase in the cost of imports, the
changing relationships among the major currencies brought before the developing
countries a new set of problems in regard to their own currencies. This came to a
head in 1973 with the advent of a generalized system of floating exchange rates:
new decisions were called for, both in respect of the immediate value of the
developing country currency and in respect of the modalities of adjusting it in
the light of future changes in relationships among the currencies of trading
partners and sources of capital.

-201-



Exchange rate policy adjustment in developing countries

With the rates of exchange between their major trading partners no longer
fixed, the developing countries faced new and unfamiliar problems in formulating
their own exchange rate pOlicies. In the first instance, most of them tended to
maintain the link between their own currency and that of their principal partners,
thus moderating the impact of changes in the relationships among the major
currencies. For m0st developing countries the chief concern was for rates
affecting imports: their traditional exports were sold on a world market on
which the price was denominated in one of the leading currencies, generally the
dollar but for some cOlTImodities the pound or one of the European currencies.
Countries promoting non-traditional exports, however, were also anxious about the
export rate and the handicap that an over-valued currency might constitute. Thus
a link to a depreciating currency soon came under scrutiny: its advantages in
respect of exports not sold on an international market had to be assessed against
its disadvantages as a transmitter of inflationary impulses.

In December 1971, after the Smithsonian realignment, about half the
developing countries left their rates unchanged. A few - including the southern
African countries linked to the South African rand - devalued their currencie$
to a greater extent than the dollar. The remainder followed the dollar. As a
result the average effective, import-weighted rate of exchange between the
currencies of the developing countries as a group and those of the major
industrial countries as a group depreciated by 4.5 per cent. The depreciation
was least (2.3 per cent) in Africa where imports from France, Italy and the
United Kingdom tend to bulk largest, and greatest (6.5 per cent) in Asia where
relatively more goods come from the Federal Republic of Germany and Japan (see
table III-II).

In mid-1972, 14 developing country members of the sterling area followed the
pound into its floating status. After the second dollar devaluation, Botswana,
Lesotho and Swaziland switched to a dollar link through the rand. Jamaica also
linked to the doll.ar and in November 1973 Malawi adopted a dollar-pound peg,
weighted in accordance with imports from the United States and the United Kingdom.
Guyana and Sri Lanka, which had devalued their currencies with the dollar in
December 1971, reverted to a pound peg (see table 111-9).

With the exception of the Philippines which reverted to a free market for
its peso, all the developing countries that aligned their currency with the dollar
in December 1971 retained the dollar peg through the second devaluation, though
almost half the group designated SDR as their formal par value. The effective
exchange rate of the developing countries as a group depreciated by about
2 per cent asainst the major currencies, about half the over-all change resulting
in the first realignment.

Most of the developing countries that did not change their currency parities
in 1971 and 1972, adopted a peg in 1973, chiefly the dollar or the French franc,
either formally or de facto while designating SDR as the central value. Democratic
Yemen, Guinea and Oman maintained a formal link with gold at its new SDR value,
and Euqatorial Guinea pegged its currency to the Spanish peseta which was in turn
linked to SDR. Malaysia, Singapore and Yemen opted for a floating rate while
keeping a de facto link with the dollar. Morocco followed a similar course, with
the franc as its informal link. Like the Philippines, Lebanon retained its free
market.
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In the period that followed, several other countries unpegged their currency:
Afghanistan, Nigeria, Qatar and Saudi Arabia 12j all had floating rates by 1975.
Guyana switched its peg from the pound to the dollar and Oman from gold to the
dollar. With all the major currencies floating, there was a widespread tendency
for developing countries that had previously linked their currency with one of
them to shift to a composite peg more representative of trade patterns. In many
cases it was found convenient to adopt a currency basket made up in the same way
as 8DR. 13/ By the end of 1975 Burma, Iran, Jordan, Kenya, Uganda and the
United Republic of Tanzania had all moved from a dollar peg to an SDR-basket peg;
r1alawi moved from a pound peg, through a pound-dollar peg to an SDR-weighted
peg. There was a similar movement from a single-currency peg to a composite peg
combining the major currencies in proportion to their weight in the country's
own trade: in the case of Algeria, Mauritania and Tunisia the movement was from
the franc; in Fiji and India from the pound (by way of the dOllar in the case of
Fiji); in Guinea from gold; and in Kuwait and Western Samoa 14/ from the dollar.
Malaysia, Morocco and Singapore, after a periOd of free floating, moved their
currencies to a trade-weighted peg.

At the end of 1975, however, three fourths of the developing countries still
mai.ntained a link with one of the major currencies - two thirds of them with the
dollar, about a sixth with the franc. 15/ Trading patterns were clearly a major
determinant of these currency links. In 60 per cent of the countries whose
currency was pegged to the dollar, for example, the United States was the leading
source of imports and either the main or, in a few cases, the second or third
export market. And in all 13 of the developing countries linked to the franc,
France was by far the most important trading partner, providing between 30 and
60 per cent of all imports and purchasing between 15 and 50 per cent of all exports.

In some cases - Iraq, the Libyan Arab Republic and Oman, for example - the
dollar link reflected payment practices in the petroleum trade rather than the
trade pattern as such. Trade flows had little to do with the choice of a dollar
peg by a number of other countries, including Somalia, Zambia and Zaire, whose
currency had a gold parity in the Bretton Woods system, and Democratic Yemen~

the Syrian Arab Republic and Yemen which established a dollar link only in 1973.
Other countries with a similarly diversified trading pattern opted for a
multi currency link.

12/ The riyal was pegged to SDR but, after September 1975, with an unusually
wide ;argin (7.25 per cent) of permissible variability. The floating afghani was
used only for certain exchange transactions; for other purposes it was pegged to
the dollar.

13/ The percentage weights of the 16 currencies embodied in the SDR basket
are: United States, 33; Federal Republic of Germany, 12.5; United Kingdom, 9;
France, 7.5; Japan, 7.5; Canada, 6; Italy, 6; Netherlands, 4.5; Belgium, 3.5;
Sweden, 2.5; Australia, 1.5; Spain, 1.5; Norway, 1.5; Denmark, 1.5;
Austria, 1; South Africa, 1.

14/ The currency basket used by Western Samoa was based on the weights of
New Zealand's trade.

15/ The number of countries maintaining a sterling link was further reduced in
the first half of 1976: in January Mauritius switched to an SDR peg and in May
Sri Lanka and Trinidad and Tobago also switched, the former to a trade-weighted
basket of currencies, the latter to the dollar.
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In the case of Kuwait, Malaysia and Singapore, Japan was the leading
partner but it accounted for less than a fifth of total trade. India's leading
partner, the United States, accounted for only 15 per cent of total trade, but
it waS not until September 1975 that India switched from the traditional link
with sterling to a multicurrency link. In the case of Algeria, Mauritania,
Morocco and Tunisia, France provided almost a third of all imports but export
patterns were much more diversified. These were among the countries opting for
a peg consisting of a combination of currencies weighted by their importance in
their own trade. 16/ Burma and several West Asian countries - Iran, Jordan,
Qatar and Saudi Arabia 17/ - whose trade was similarly diversified chose a
common basket reflecting-the composition of the SDR designated in July 1974. And
in 1975 Malawi and later Kenya, Uganqa~nd the United Republic of Tanzania also
pegged their currencies to the SDR combination. A few countries - notably Lebanon,
Nigeria and the Philippines - had not pegged their currencies by the end of 1975.
In the case of Lebanon the free market for foreign exchange represents a
continuation of its traditional role as a regional financial centre. In Nigeria,
whose exports all tend to be priced in foreign currencies and sold on world
markets, the predominance of government purchases and the inadequacy of the local
financial infrastructure would seem to rule out a free foreign exchange market;
since the naira was unpegged in April 1974, however, it has maintained a fairly
stable relationship with the dollar. In the Philippines the desire to promote
the sale of goods that do not have firm prices on international markets makes the
peso exchange r~te a key variable for exports as well as imports. The country
has therefore continued its traditional system of managed floating, trying to
maintain a stable but adjustable rate against the dollar without any official
designation of a par value.

A system of this nature has long been followed by some of the South American
countries - Brazil, Chile, Colombia and Uruguay, for example - where within a
general pOlicy of maintaining a stable exchange rate with the dollar, the main
partner currency, no particular parity has in fact been declared or defended.
The fact that the dollar itself now fluctuates in value in relation to the
currencies of other trading partners has made such exchange rate management more
complicated. Since stability is a major objective - not only in support of trade
policy but also as part of efforts to maximize gains from direct foreign investment
and to minimize the flight of domestic capital - single-currency pegs have become
less adequate for the informally managed exchange rates no less than for those that
have been formally linked to SDR- or trade-weighted currency combinations.

Generally lacking the financial machinery necessary for conducting an e
efficient market in foreign exchange, most developing countries have sought
stability through pegging, either to a single major currency - when one
predominated in trading or financing arrangements - or to a basket of currencies,
particularly the SDR basket for which the advantage of ready and frequent

16/ The link maintained by these countries with a trade-weighted basket of
partner country currencies was an informal one and no margins had been specified
to IMF.

17/ As indicated above, in September 1975 Saudi Arabia w~kened the SDR link
by widening the permissible margin of fluctuation from the comfuon 2.25 per cent to
7.25 per cent.
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computation may offset the disadvantage of a less accurate match against trade and
payments patterns. In choosing a peg and a rate at which to peg, most developing
countries have had to assign top priority to balance-of-payments criteria: thus
they have avoided links with currencies likely to appreciate and rates likely to
encourage Wlports and discourage the export of goods for which there is a
domestic market.

A policy aiming at defence of the external balance,protection of domestic
industries, support of the local currency incomes of exporters and maintenance
of the credibility of the exchange rate in order to attract foreign capital
and investment and discourage speculation and capital flight had one serious
disadvantage during the first half of the 1970s: it exposed the developing
countries to the full effects of the rising costs of imports in the wake of the
general developed market economy inflation, the increase in some administered
prices and the appreciation of the stronger currencies. The maintenance of internal
equilibrium and the achievement of an equitable distribution of income within the
economy thus tended to become formidable problems in many of the developing
countries and a severe challenge to fiscal policy, especially during the commodity
boom when domestic inflation was also being aggravated by the rise in exporters'
incomes and the expansion in foreign assets.

Most developing countries have thus tended to back up the pegging arrangement
governing their exchange rate with quantitative controls over various elements
of their foreign trade and sometimes over the allocation of foreign exchange as
well. Efforts have also been made to develop facilities for reducing exchange
risks either through guarantees or through a market for forward exchange. Such
markets, though often limited in respect of the currencies dealt in and in respect
of the length of cover obtainable, have grown rapidly in the developing countries
since mid-1973 when floating became general. While in many cases the role of
the Government as trader or the rudimentary nature of the financial infrastructure,
or both, have thrown the task into the hands of the central bank, many of the
larger developing countries now have the institutions necessary for the conduct
of an independent foreign exchange policy both as an instrument of internal
economic development and as part of the wider international monetary system.

As implied above, there is little evidence that the changes in exchange
value that occurred among the developed market economy currencies in the first
half of the 1970s had a serious effect on the international trade of the developing
countries. Their export earnings were determined by large changes in quantum and
unit values resulting from other, largely exogenous, factors on both the demand
and the supply side, and their import expenditure was in turn determined chiefly
by their export earnings. The direction of their trade does not seem to have been
influenced very greatly by the changes in developed market economy parities,
though the depreciation of the dollar or the pound did accentuate the effect of
the inflationary forces that became one of the dominant economic features of the
period, both in the 1971-1974 upswing in real demand and in the 1974-1975 downswing.

The impact of fluctuations in demand for developing country exports

The Second United Nations Development Decade opened with several of the major
developed market economies still emerging from the recession in growth that had
begun in 1969. Between 1970 and 1971 developing country exports other than
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petrolemfi increased from $37 billion to $38 billion or barely 3 per cent in
dollar value, fractionally less in volume. With industry operating at well below
rated capacity, there was virtually no expansion in developed market economy
imports of fibres and oil-seeds from the developing countries, and the value of
developing country exports of metals and ores was almost a fifth lower in 1971
than in 1970. Apart from petroleum exports - which increased from less than
$18 billion to more than $24 billion - the main expansion in developing country
exports in 1971 was in manufactured goods: chemicals by about 15 per cent to
over $1 billion, machinery, transport equipment and metal products by 28 per cent
to over $2 billion and textiles and clothing by 40 per cent to over $4.5 billion
(see table 111-12).

The succeeding two years saw a sharp acceleration in demand in the major
developed market economies. The effects of this on the developing countries were
complicated by a number of supply difficulties and accentuated by an intensification
of inflationary pressures in general and a tendency for commodity holdings to be
increased in the face of new uncertainties regarding the value of some of the
principal currencies. As a result, the price index of basic commodities exported
by developing countries (excluding petroleum but including non-ferrous metals)
after falling by 2 per cent between 1970 and 1971, climbed steeply: by 13 per cent
in 1972 and 45 per cent in 1973 (see table 111-13).

In the 1972-1973 upswing, developing country export earnings rose sharply:
in dollar terms by about a fifth in 1972 and almost a half in 1973. Manufactures
continued to lead: with increases of about 30 per cent and 50 per cent, the
amount realized approached $16 billion in 1973. Earnings from non-ferrous metals
and ores recovered from the 1971 decline and at about $8 billion in 1973 were
almost a fourth above the 1970 level. Earnings from agricultural raw materials,
which had stagnated in 1971, increased by a sixth in 1972 and, under the
influence of an upsurge in oil-seed prices, by over half in 1973 to more than
$12 billion.

The 1972 crop failures reduced developing country earnings from cereals but,
with the consequent rise in prices, there was a sharp increase in export proceeds
in 1973. Earnings from other food-stuffs rose more modestly: from around
$12 billion in 1970 and 1971 they increased by 22 per cent in 1972 and 28 per cent
in 1973 to reach about $19 billion. Earnings from fuels - by far the largest
single category of developing country exports - rose by 25 per cent in 1972 and
44 per cent in 1973 to reach $43 billion or 40 per cent of total develoing country
export proceeds.

The wem:ening in demand for raw materials for developed market economy
industry in 1974 brought the upswing in export prices to an end: by the first
quarter of 1975 the index of agricultural raw material prices had receded by over
a fourth from the peak of a year earlier and there was a further decline of
6 per cent during 1975. And the price index of non-ferrous metals exported by
developing countries was halved between mid-1974 and the end of 1975. Food
prices continued to rise in 1974, however; and under the influence of an upsurge
in the price of sugar they reached a peak in the fourth quarter, 75 per cent above
the corresponding 1973 figure, before declining in 1975 to an end of the year
figure about twice the 1970 average.
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In the third quarter of 1973 the price index for crude minerals stood about
two thirds above the 1970 average? having risen slightly less than the rest of
the primary commodities. A series of price increases decreed by the major
exporters of petroleum and rock phospates then caused the index to bound upwards:
by the third quarter of 1974 it was over three times the figure of a year earlier
and after rising a further 10 per cent in 1975 it stood over six times the 1970
average. The export earnings of the petroleum-exporting countries doubled
between 1973 and 1974 to reach $136 billion, 60 per cent of the developing country
total. Contraction in demand outweighted the continuing rise in price in 1975 and
earnings were reduced by 11 per cent.

The magnitude of these swings in prices and earnings made them one of the
most powerful influences on the course of economic development in most of the
developing countries in the first half of the 1970s. Variations in the flow of
funds into the export sector affected the incomes of traders, farmers and mining
enterprises, the revenue accruing to Governments, the volume of savings, the
volume and pattern of investment, expenditure on imports and the state of external
balance. Moreover, as two of the commodities concerned - cereals and petroleum 
are imports rather than exports of most developing countries, the upsurge in
prices necessitated major adjustments in economic pOlicy both in respect of
external payments and in respect of the use of resources within the economy_

The most common instrument for effecting the internal adjustment to the
external change was the fiscal system: some taxes were rebated to encourage
exports, others were increased to capture a share of higher export prices,
subsidies were paid to compensate for higher import prices. But credit policies
were also used to influence production, and exchange control and quantitative
control of exports and imports were enlisted by some countries to regulate supplies
going to domestic or external markets. In some instances Governments exerted
their influence directly through participation in the production process. In
general, developing countries found domestic adjustment easier to make to rising
prices on the world market for their exports than to falling prices, especially
when the latter coincided with increasing import prices and a consequent
deterioration in the terms of trade and squeeze on international liquidity.

Adjustment in the tropical products sector

As in the case of virtually all other primary commodities the prices of the
major tropical products rose steeply between 1972 and 1974, then levelled off
and weakened before rallying again in the second half of 1975 or the first half
of 1976 (see figure 111-1). These price swings were in part a reflection of
changing demand as the growth in income accelerated and decelerateu over the
business cycle in the developed market economies, supplemented in the early
stages by an increase in the desire to hold inventories of goods rather than
currencies whose value - cut loose from the anchorage of the gold-exchange system
in 1971 - had become suspect.

The market for the food items among them? however - particulerly sugar, the
beverage crops and, in a less direct way, the edible oil-seeds - was affected
more strongly by changes on the supply side. 18/ The coffee crop was a small one

18/ For a more detailed discussion of the source and influence of changes in
the world market for food-stuffs in the first half of the 1970s, see chap. I of
World Economic Survey. 1975, particularly tables 8-10.
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in 1910 and again in 1913, for example, and there were two successive declines
in the cocoa crop - in 1912 and 1913 - while the Sahelian drought cut deeply into
the West African ground-nut crop in 1972. In such caseS the impact of higher
prices on the export earnings of some producing countries was moderated in
varying degree by reductions in the volume of shipments. In the case of sugar,
on the other hand, the reduction in world supply that occurred in 1974 was
largely the result of poorer beet harvests in Europe and the Soviet Union, so
that most developing country cane producers gained from both volume of exports
and price.

The coffee-exporting countries

Coffee prices, which had risen sharply in 1970 in the wake of the poor crop,
dipped in 1971 before beginning the climb that peaked in mid-1974 at about
42 per cent above the 1970 level. The export earnings of the 13 developing
countries in which coffee is the principal export 19/ declined slightly in 1971
before oeginning their upswing - by 17 per cent in 1972, 34 per cent in 1973 and
28 per cent in 1974, decelerating to 4 per cent in 1975 (see table 111-14).
Import expenditure followed a similar pattern with about a year's lag; though
with cuts in imports into Colombia, Costa Rica, Kenya and Uganda in 1975, there
was an unexpectedly sharp deceleration in the wake of the 1974 upsurge in import
prices and the liquidity squeeze stemming from the recession in developed market
economy demand.

The group, whose trade was more or less in balance in 1970, ran a large
deficit in 1971 ($0.5 billion, measuring imports as well as exports on an f.o.b.
basis) and then swung into surplus; this almost reached $0.6 billion in 1973 but
with a large increase in the deficits of Costa Rica and Kenya and the
re-emergence of a deficit in Colombia and several smaller countries, 1974 found
the group out of balance again (see table 111-15). Despite the cutback in
imports referred to above, the deficit would have been much larger in 1975 had
there not been an upsurge in petroleum earnings by Angola.

The coffee industry being largely in indigenous hands, there was little
tendency for the outflow of direct investment income to conform to the swings
in export revenue. Over the period investment income payments, originating for
the most part in other sectors, rose moderately in Guatemala and on a smaller
scale in the Central African Republic, Costa Rica, El Salvador and Ethiopia, but
showed little change in Colombia and Haiti, and declined in Madagascar and
Uganda. Apart from Angola, for which information is lacking, the largest
increase was in Kenya in 1914 - from $59 to $101 million - and this raised the
group total to about $289 million, almost a third above the average for the
previous four years (see table 111-16).

Reflecting the swings in the balance· of trade, modified in varying degree
by the net inflow of external funds, the international reserves of the coffee
group delcined fractionally in 1971 .andthenrose steeply in 1972 (37 per cent)
and 1973 (43 per cent). There was a general drawing on reserves in 1974 - except
in El Salvador, Ethiopia and Haiti - but a recovery in 1975 to a group total

19/ During the first half of the 1970s coffee accounted for about a fifth of
the export earnings of Kenya, a fourth of those of Central African Republic,
Costa Rica and Madagascar, around a third in El Salvador, Ethiopia, Guatemala
and Haiti, around a half in Colombia and Rwanda, two thirds in Uganda and over
80 per cent in Burundi.
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of $1.6 billion (see table 111-17). This was well over double the 1970 level,
but as trade had also doubled the group's reserves/imports ratio, after rising
from 24 per cent in 1971 to 39 per cent in 1973, dropped back to near the 1970
level of 28 per cent in 1975 (see table 111-18).

The expansion in the export earnings of the coffee group affected the growth
in its members' money supply. Most of the countries recorded the highest rate
of increase in money supply in 1972-1974 and the lowest in 1971 or 1975. This
was also true in respect to the contribution of foreign assets to the money
supply: it was generally highest in the period of export upswing, though in the
Central African Republic and Kenya it declined from a peak in 1971 and in Burundi
and Rwanda it was greatest in 1975.

Most of the Governments of the coffee-exporting countries exercise control
over the distribution of the revenues generated by the industry. Prices received
by growers are generally well below world market levels though, given the great
differences in coffee types and quality, the range of producer prices is very
wide. At the beginning of the decade, for example, when the unit value of world
exports of coffee beans was $0.94 per kilogram, robusta growers in Uganda were
paid the equivalent of 15 cents a kilogram while arabica growers in Kenya
received $1.05 (see table 111-19).

In 1971 some countries - Kenya, for example - reduced the local producer
price in line with the 12 per cent decline in coffee prices on the international
market. Though world prices rose in 1972 they did not regain the 1970 level and
some countries cut the price paid to the farmer - Guatemala, for example,
effected a 2 per cent reduction. 20/ With world prices continuing to rise,
most local producer prices were i~reased substantially in 1973 and again,
though less generously, in 1974. 21/ In 1975 the effective producer price in
Colombia was raised by aoout a fourth - rather more than the increase in the
international price - but, in accordance with current stabilization policy the
increment was paid in the form of savings bonds, bearing an 18 per cent interest
rate and redeemable only in three years.

Though most coffee growers thus benefited considerably from the upswing in
world prices, their real incomes depended on the volume of their sales and the
movement in local prices. The former was down sharply in 1974, partiCUlarly in
Brazil but also to a less extent in El Salvador, Gabon, Guinea, Haiti, Mexico,
Sierra Leone and Togo. 22/ The extent to which producer prices were kept in
line with other local prices differed markedly from country to country. Real

20/In dollar terms much greater reductions were made in producer prices in
Brazil and Mexico, which having a more diversified export structure are not
included in the coffee group. In Brazil, however, the producer price in cruzeiro
was fully maintained and the coffee growers were exempted from certain taxes,
including the taxes on export profits. They were also the main beneficiaries of
a major expansion in the supply of credit for the financing of modern inputs.

21/ In Brazil producer prices were almost doubled in 1973, and in 1974 the
quota-of beans to be sold to the Government at relatively low prices was reduced,
thus further raising the effective price to growers. The support level followed
the world price upwards in 1975, though the increase did not keep pace with the
rise in local prices. After the destructive frost of July, the domestic retail
price for coffee was raised 50 per cent.

22/ Of these countries only in El Salvador and Haiti is coffee the leading
export.
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values were best maintained in Brazil, El Salvador and Guatemala. In Colombia,
Ivory Coast and Mexico the purchasing power of the coffee price barely maintained
the level of 10 years earlier. In Angola, Uganda and the United Republic of
Cameroon the coffee grower was receiving substantially less in real terms in
1971-1975 than in the early 1960s.

There is no indication that coffee pricing pOlicy has had a major impact
on national savings performance. In some countries holding down the grower's
price and diverting to government revenue all foreign earnings in excess of a
certain minimum has had the effect of transferring resources from consumption
to investment. Much, however, depends on the institutional setting, as well
as on the level of growers' incomes and the rest of the Government's fiscal
policy. In some cases, moreover, the country's saving performance has been
influenced much more strongly by events outside the coffee sector. In the
1971-1974 period the coffee-exporting countries were more or less equally divided
between those whose savings ratios rose (most notably Angola and Colombia, but
also the Central African Republic, Haiti and Kenya) and those whose saving
ratios declined (Burundi, El Salvador, Rwanda and Uganda). In the case of
Madagascar, savings remained at about 11 per cent of gross product (see
table 111-20). While the swings in coffee revenue clearly affected the flow
of funds in both pUblic and private sectors, the changes in savings probably
owed more to foreign investment and disinvestment.

The cocoa-exporting countries

In 1970 the price of cocoa in international trade stood about a fourth
higher than in the first half of the 1960s. After declining sharply during the
1970/71 recession, prices turned upwards in 1972 and unner the influence of
smaller crops and the upswing in demand, they had quadrupled by mid-1974. After
three years of rapid increase the ear.nings of the developing countries that rely
largely on cocoa exports 23/ levelled off in 1915. Lagging about a year behind,
imports dipped in 1972 and then surged upwards. As a result, the group swung
from a passive trade balance in 1971 to an active one in 1972 and a large surplus
in 1973. This vanished in 1974 and was converted to a sizable deficit in 1975
(see table 111-15).

Cocoa being, like coffee, an indigenous crop, these swings had little
effect on the outflow of investment income from the group: this remained more
or less stable in 1971-1973 and then rose slightly (to about $35 million) in
1974. They did affect the group's international reserves, however: these
almost doubled in the course of 1972 and 1973 but, in the wake of surging
imports into Ghana, declined steeply in 1974. As a proportion of import
expenditure, they rose from 19 per cent in 1971 to 29 per cent in 1973 and then
dropped below 12 per cent in 1975 - one of the lowest figures among the developing
country groups.

Among the cocoa-exporting countries of West Africa the prices paid to producer
by the official marketing boards had tended to lag behind the rising world price in

23/ In the first half of the 1970s cocoa accounted for about a fifth of the
export earnings of Benin, a fourth of those of the United Republic of Cameroon
and over half of those of Equatorial Guinea and Ghana.
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the second half of the 1960s: on average the ratio of local to world price had
fallen from over 80 per cent in 1965 to around 40 per cent in 1970. This ratio
rose in 1971 and 1972 as the average unit value of cocoa shipments dEo.clined whjle
producer prices were maintained or increased. 24/ There were further advances
in producer prices in 1973 and 1974 but they were much smaller than the gains on
the world market and the ratio dropped to or below the 1970 level. It rose again
in 1975, however, as further increases in local prices were granted in the face
of lower international prices (see table 111-21).

The rise in producer prices, while tending to lessen the disparities between
contiguous West African countries in proportionate terms, widened them in absolute
terms in some cases. Thus smuggling continued ona considerable scale. In 1971
as much as a fifth of the Ghanaian output of cocoa beans was shipped clandestinely
to Togo and Ivory Coast. In 1972/73 Nigeria is thought to have lost 22,000 tons 
about 9 per cent of the year's production - in the same way, chiefly to Benin.
The price increase, combined with stricter policing of the borders by the new
military Governments, reduced this traffic but even in 1974 it is estimated at
12 per cent of Ghana's crop, and 2 per cent of Nigeria's was exported illegally. 25/

In terms of national currencies the 1973-1975 increases raised real producer
prices above the 1970 level in Brazil and Ivory Coast and, less markedly, in
Nigeria. 26/ In the case of Ghana and the United Republic of Cameroon, on. the
other hand, the price received by growers did not keep pace with the rise in local
consumer prices. The gains implicit in the high 1973-1975 international. prices
were diverted, through the official marketing system, to government revenue~ In
both countries, however, the effects of the price increase were moderated by
poorer crops - in 1972 and 1973 in the United Republic of Cameroon and in 1973
and 1974 in Ghana, despite a cocoa rehabilitation programme launched in 1971 to
replace 87,000 diseased trees and supported by improved credit facilities for
pesticide and fertilizer and tax rebates to stimulate exports. In the
United Republic of Cameroon and also in Benin, domestic savings rates edged upwards
during the period, reaching 16 per cent of the gorss product in 1974. In Ghana,
however, the rate was barely maintained at 11 percent up to 1973 and it was
substantially down in 1974.

24/ In Ghana local currency prices were raised, but as a result of the
devaluation of the cedi the dollar equivalent was reduced in 1972. This was also
the case in Brazil which, though a major cocoa producer, has not been classified
as a member of the cocoa-dependent group.

25/ The problem is not solely the result of differences between the local
producer prices. Also involved is the return flow of goods in payment. Those
tend to be items in short supply or subject to much higher duties in the country
from which the cocoa is smuggled. Other clandestine trade is known to take place
in ground-nuts (from Senegal to Gambia), diamonds (from Ghana to Togo) and various
food-stuffS (from Ghana to Togo and the Upper Volta and from Guinea to Liberia and
Sierra Leone).

26/ Though cocoa is an important crop in these three countries, it is not
their major export.
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The tea- and jute-exporting countries

Tea and jute - the staple exports of South Asia - were among the least
affected by the swings in income and over-all demand in the first half of the 1970s,
The world price of tea was about one sixth lower in 1970 than in 1960 and it did
not begin to advance until 1974 - when most primary commodity prices were levelling
out or receding from a peak - and its highest point (in thE first quarter of 1975)
was only 40 per cent above the 1970 average. In the case of jute, prices at the
beginning of the decade were slightly above the level of 10 years earlier but they
advanced very little until 1974 and, like those of tea, peaked in the first quarter
of 1975, about 60 per cent above the 1970 figure.

Despite this tendency for the price of their leading export to lag, 27/ the
export earnings of the three countries in this group conformed to the general
pattern: after dipping in 1971, they accelerated in 1972-1974 and then rose by
about 8 per cent to $5.2 billion in 1975. As in the other groups, import
expenditure moved in a similar fashion, with about a year's delay: the rise in 1973
and 1974 was very vigorous and the trade deficit, which had been reduced below
$0.2 billion in 1972, surged to $1.3 billion in 1974 and $2.2 billion in 1975
(see table 111-15).

This deficit was financed chiefly by foreign loans and grants~ and the group
added to its international resources in all years except 1973. At the end of 1975
these reserves stood at $1.6 billion, compared with $1.1 billion at the beginning
of the decade. As a proportion of imports, however, they had seriously shrunk:
after rising from 34 per cent to 44 per cent in the first two years of the decade
they had dropped below 20 per cent at mid-decade.

Prices paid to local tea growers tended to parallel those established on the
international market, changing little in the 1970-1973 period and increasing
significantly in 1974 - by an eight in India, a fifth in Kenya and a fourth in
Sri Lanka. In dollar terms the local price averaged about half the world price
in India and Kenya, about a third in Sri Lanka. In real terms, allowing for the
movement in consumer prices in these countries, the grower was paid about a fourth
less in 1974 than in 1970 in India and an ,eighth less in Kenya. In Sri Lanka,
however, the growers' price was better sustained (see table 111-22).

Notwithstanding the decline in the real price, production continued to expand in
India and - on a much smaller scale - in Kenya. In India this reflects in part the
steady increase in the local rnarket: in the second half of the 1960s almost half
the crop was exported, by 1974 the proportion had fallen to 40 per cent. In Kenya,
whose tea crop is almost all exported, the expansion reflects the encouragement
provided by the Tea Development Authority which strongly supported smallholders~

with credit as well as technical assistance. In Sri Lanka, on the other hand, tea
production - also virtually all exported - tended to languish: in no year in the
first half of the 1970s did it reach the average of the preceding quinquennium.

27/ Together tea and jute accounted for about a fifth of export earnings of
India during this period, half those of Sri Lanka and almost 90 per cent of those
of Bangladesh.
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Contributing to this was the breaking up - under a 1972 re~orm programme 
landholdings of over 50 acres and~ later, in 1975. the nationalization of tea
estates and the r.epatriation to India of many of the labourers who traiH t-3 nYl811y

manned them.

In Bangladesh, where the new Government took control of domestic jute mills
in 1972 and nationalized the export of raw fibre setting up the Bangladesh Jute
Export Corporation to buy and sell the crop. the price paid to producers was set
at 50 taka per maund for the 1972/73 season and again for 1973/74. This was rather
less than half the average unit value of world exports, in dollar terms. With an
11 per cent increase in the international price in 1975. domestic production lagging
and rice competing strongly for the available crop land, the support price was
raised to 90 taka per maund - about two thirds of the world level - and more or less
in line with the minimum price (135 rupees per quintal) being paid in India. 28/

In both countries jute lost ground to rice during the first half of the 1970s,
particularly after 1972 when cereal prices rose steeply on the world market. By
1974 rice prices were over three times the 1970 level on the world market and
around twice the 1970 level on national markets in South and East Asia. In India
jute production surpaased the 1965-1969 average only once (in 1973/74) in the
1971-1975 quinquennium, while in Bangladesh, after equalling the earlier average
in 1972/73, production dropped to below two thirds of that level in 1974/75 and
1975176.

The relatively poor production and price experience of these major export
industries contributed to the lag in savings that characterized all three of the
tea-jute group. The reduction in the savings ratio was steepest in Bangladesh
where civil war and natural disasters played the major role. In Sri Lanka
reinvestment by foreign-owned estates tended to dry up as nationalization proceeded
and although the outflow of investment income declined from $8 million in 1970 to
less than $2 million in 1974, the over-all domestic savings ratio dropped from
about 17 per cent of the gross national product to about half that figure. In
India the savings ratio began to slide downwards after the monsoon failure of 1972.

The sugar-exporting countries

The world price of sugar experienced one of the most violent swings during the
first half of the 1970s: climbing from a record low in 1968, it entered the decade
at a rather depressed level and between mid-1972 and end-1974 soared to an all-time
high, nine times the 1970 average. In so far as this upsurge reflected lags in
supply, these were largely in the industrial countries; most of the developing
country exporters were able to gain from both the high prices and reasonably good
cane production. The export earnings of the five countries 291 that are especially

281 Sizable amounts of jute, perhaps as much as 10 per cent of the crop, are
thought to have been smuggled across the border to India in 1973 and 1974. In
September 1974 the Government took steps to improve its record-keeping of farmland
within 10 miles of the border and a joint Bangladesh-India ministerial committee was
set up to control illegal transactions as part of a more general scheme of
collaboration with a view to improving the status of jute in world trade.

291 Sugar accounted for more than a fourth of the exports of Swaziland in
1970-1975, over half of those of Barbados, the Dominican Republic and Fiji and about
90 per cent of those of Hauritius.
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dependent on sugar rose at an accelerating pace till 1974 - when they increased
by two thirds - and by a further one third in 1975, trebling in the course of the
quinquennium, from under $0.5 billion in 1970 to almost $1.8 billion in 1975.

Imports of the group also increased vigorously, though rather more uniformly
over the period (see table 111-14). The trade deficit thus oscillated around the
1962 figure of $162 million between 1970 and 1974, swinging into a small surplus
in 1975. The group's international reserves expanded steadily, approaching
$0.4 billion by the end of 1975. At 21 per cent this was a somewhat lower
proportion of imports than in 1972 (26 per cent) but above the ratio at the
beginning of the decade (19 per cent).

Since most sugar enters world trade in the so-called "raw" state (96 degrees
polarity), the increase in income accrued first not to the growers but to the
factories that mill and refine the cetne. 30/ The rapid rise that occurred in 1974
caused a number of Governments - that of El Salvador, for example - to enact Or
adjust export taxes to divert to the national Treasury part of the windfall profit.
Where foreign-owned companies playa large role in the industry, there was a
marked increase in the outflow of investment income: in the case of the Dominican
Republic, for example, such payments rose from $19 million in 1970 to $64 million
in 1974.

In general, cane growers shared in the upsurge in prices, but it was only in
1974 that the increase in the domestic producer price brought a significant gain
in terms of loc,al purcha.s,ing ,p0'fer (see t~ble >. III-23).o There were thus marked
differences in the way the higher sugar prices affected the distribution of income
between growers, factory and Government. This in turn affected the course of
domestic savings. These rose rapidly and considerably in Mauritius, reaching
about a third of gross nati~nal product in 1974. There was also an increase in
the Dominican Republic - from about 10 per cent of gross national product in
1970-1971 to about 16 per cent in the next three years. No such effect occurred
in Swaziland, however, and between 1970 and 1973 there was an even steeper decline
in the savings ratio in Fiji and, more erratically, in Barbados.

The cotton-exporting countries

The upsurge in cotton price took place in 1973; 1974 saw a loss of much of
the previous year's gain and 1975 brought a recovery. At its peak, the average
price of cotton moving in international trade stood at almost three times the 1970
level; in the first quarter of 1976 it stood at about twice that level.

The foreign exchange earnings of the eight developing countries that rely
heavily on cotton exports dropped slightly in 1971, accelerated to a gain of
32 per cent in 1974 and then levelled off in 1975 at about $3.7 billion, compared
with $2 billion in 1970. 31/ Imports followed a similar pattern with some delay

30/ In Mauritius, for example, the industry, producing around 700,000 tons of
raw sugar a year, is controlled by a Sugar Syndicate which consists of 21 estates
employing 70,000 workers. The mills also draw cane from 29,000 small-scale planters

31/ The average proportion of total export earnings contributed by cotton was
about-a seventh in Mozambique and Pakistan, a fourth in Nicaragua, a third in Mali
and the Syrian Arab Republic, a half in Egypt and the Sudan and two thirds in Chad.
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and greater vigour and by 1975 were well over three times the 1970 figure. As a
result, the trade deficit, which hovered around $1 billion between 1970 and 1973,
jumped to over $3 billion in 1974 and nearly $5 billion in 1975. The groupis
international reserves rose by $1 billion in 1973 to a new plateau: the end-1975
total of $1.6 billion was about four times the amount on hand when the decade
began (see table 111-14). It represented about two months i imports at the current
rate, less than half the figure achieved in 1973 but greater than the six weeks 9

total in hand in 1970 and 1971.

There was little tendency for the price swings to be reflected in the profits
of foreign companies. There was a rise in the outflow of investment income from
Nicaragua and the Syrian Arab Republic in 1973 and 1974 but the amounts were not
large: from about $23 million to $31 million and $37 million in the case of
Nicaragua and from $3 million to $6 million and $18 million in the case of the
Syrian Arab Republic. The greatest payments were from Pakistan, but they did not
regain the peak figure of $120 million registered in 1970. Outflows from the
other countries in the group were insignificant.

Prices paid to the growers of the extra long-staple cottons of Egypt and the
Sudan were above the average unit value of cotton in world trade at the beginning
of the decade and were raised to a greater degree in 1973 and 1974. In the case
of Egypt, indeed, the price received by growers in 1974 was double the 1970 figure
in real terms (see table 111-24). Growers of some of the. shorter cottons, as in
Nigeria and Uganda, received less at the outset and lagged in subsequent increases.
Hhere there was no domestic support system - in SOme of the Central American
countries, for example - growers enjoyed the accelerating rise in world prices in
the 1970-1974 period. In the face of rising costs, the weakening of the
international market came as a disappointment; and in some areas cotton farms were
rented for food-growing which in some countries was the object of greater official
encouragement.

In the wake of the 1973 upswing in world prices, however, many cotton
exporting countries acted to stimulate production - by providing additional credit
facilities to growers (as in Nicaragua) by extending irrigation to cotton areas
(as in Mexico), by allocating more foreign exchange for imports of fertilizer,
pesticide and other inputs (as in Egypt, where acreage was held down to about
1.6 million in order to devote more land to food crops). 32/ Brazil, also faced
with declining production ~ from a 1971/72 peak of 3.1 million bales - was impelled
to restrain exports in order to protect supplies for the local textile industry:
consumption rose to a record 1.7 million bales in 1973/74 and exports fell below
0.7 million bales, half the 1971/72 figure.

Notwithstanding the higher prices earned in 1973 and 1974 there was little
indication of any increase in the rate of domestic savings among the cotton
exporting countries. Only in the Syrian Arab Republic was the 1973 savings ratio

32/ The average area planted to cotton in the 1960s was 1.8 million acres.
Production reached its peak of 2.5 million bales in 1969/70; by 1974/75 it was not
much more than 2 million bales. Since domestic consumption continued to rise,
exceeding 1 million bales for the first time in 1973/74, exports were reduced:
compared with 1.5 million bales in 1969/70, they had declined to a bare 1 million
bales by 1974/75.
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significantly higher than the 1970-1972 figures (at 18 per cent of the gross
national product), though the 1972-1973 ratios were marginally higher in Egypt and
Mozambique. Elsewhere, other events determined the economic outcome. In Mali and
the Sudan, affected by the Saheliandrought, savings ratios were more than halved.
In the aftermath of the civil war they were also sharply reduced in Pakistan,
while in Nicaragua they were cut by the 1972-·1973 earthquake.
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Adjustment in the minerals sector

The fluctuations in demand that characterized the international market for
tropical products in the first half of the 1970s also affected the situation in the
minerals sector of the developing countries. In some ways the impact of the
1972-1973 upswing and the recession that began early in 1974 was greater. This is
partly because there is more formal employment in the minerals sector than in the
tropical products sector 3 which is based largely on peasant cultivation, and there
is thus a more complicated pattern of income distribution. An expansion in demand
is generally reflected in a series of consequential increases - in the price of
the minera1 3 in the income of the mining enterprise, in the profits of the
enterprise, in the tax revenue derived from the enterprise by the Government and,
as more overtime is worked and more wor~ers taken on 3 in the payroll. A
contraction in demand tends to set in motion the opposite effect but in the same
sequence. A severe recession may cut corporate income to the point at which mines
or sections of mines have to be closed. If workers lose their jobs, the effect 
on their incomes and economic status - is generally more serious than that
occasioned by a reduction in the income derived by peasants from a cash crop.

In most developing countries the minerals sector tends to be more import
dependent than the agricultural sector, especially that concerned with tree crops.
Thus, during the first half of the 1970s the minerals sector was particularly
exposed to the rapid rise in external prices both of capital equipment and, even
more, of energy. In many cases the quinquennium witnessed a threefold increase in
mining costs, measured in dollars, and as a result the working of some of the
lower-grade ore deposits became uneconomic. In some of the older mines - tin
dredging in Malaysia, for example, there was retrenchment. And development of a
number of new mines - in Botswana, Mauritania and Zaire, for example - was brought
to a halt and effective ore reserves underwent a reduction.

To a considerable, though in many countries diminiShing, extent the minerals
sector involves direct foreign investment. Where this is the case the main
impact of changes in the net revenue of the mining enterprise is absorbed by
profits remitted abroad: there was a tendency for such remittances to expand
during the 1972-1973 upswing and then contract during the 1974-1975 recession.
The outcome was sometimes clouded, however 3 by changes in the degree of
participation in the enterprise by the host country or by changes in exchange
controls regulating the outflow of funds.

In the context of international trade, the minerals sector also differs from
the agricultural sector in the processes of price formation. In several cases the
smallness of the number of exporters 3 the peculiar nature of the products 
sometimes a unique ore concentrate - or the degree of integration between the
mining enterprise in the developing country and a parent smelting and refining
concern in one of the developed market economies combine to preclude a
competitive market. In these circumstances prices may be determined
adillinistrativelY3 in conjunction with tax policy where a foreign company is
involved (as in the case of iron ore and bauxite in some developing countries) or
unilaterally by the resource country where its position as producer is sufficiently
dominant (as in the case of rock phosphate in 1974).

The copper-exporting countries

At the beginning of the decade the international price of copper was ln a
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dovmswing from a peak attained early in 1970. The trend turned in 1972 and a
two-year upswing carried the price to twice the 1970 average in the second quarter
of 1974. Then followed another decline which ended early in 1976 when the price
was about 15 per cent below the 1970 average (see figure 111-2). These swings
were reflected in the export earnings of the four developing countries which are
particularly dependent on their copper sales: 33/ they fell by a fifth in 1971.
levelled out in 1972. rose vigorously in 1973 (30 per cent) and 1974 (58 per cent)
and then dropped sharply (by a third) in 1975 (see table 111-14).

Imports followed a sImilar pattern. with a lag that resulted in a sizable
increase in 1971 and an even larger one in 1975. The group's traditional trade
surplus, which amounted to $1.3 billion in 1970. had almost disappeared by 1972.
It recovered in 1973 with the rise in copper prices but with serious strikes
preventing the expansion of production in Chile and new difficulties in getting
Zambian copper to the market. 34/ the continued expansion in imports greatly
reduced the trade surplus in 1974 and turned the balance passive in 1975 (see
table 111-15).

These swings in the trade balance were reflected in movements in the group's
international reser7es. These had reached a high level in 1970 - 54 per cent of
the value of imports in that year - but declined sharply in 1971 and 1972. They
recovered most of the lost ground in the course of the 1973-1974 upswings but fell
away precipitously in 1975, to a mere 13 per cent of imports - a record low for
these countries and indicative of a severe squeeze of external liquidity (see
table 111-18).

In efforts to moderate the price gyrations. the group, acting through the
International Council of Copper Exporting Countries (CIPEC), set a minimum export
price in 1972 and agreed to the curtailment of production in 1974 and 1975.
Neither action seems to have had any immediate effect. The minimum price -
53 cents per pound, which was roughly equivalent to the 1968-1971 average - was
soon overtaken by the upswing and the 1973 average was about 79 cents per pound.
The cutback - 10 per cent of normal production at the end of 1974. increased to
15 per cent in April 1975 - did not prevent the accumulation of stocks: these
rose to a record level on the London Metal Exchange and the price dropped below
50 cents per pound before there was a turnaround early in 1976.

33/ In the period under review copper accounted for about a fourth of the
export earnings of Peru, 60 per cent of those of Zaire. three fourths of those of
Chile and over 90 per cent of those of Zambia.

34/ Zambian produetion was reduced initially by the flooding of the Mufulira
mine-rn 1970 and it did not regain the 1969 level in the first half of the 1970s.
After the closing of the Southern .Rhodesian border in January 1973 exports were
diverted to Dar-es-Salaam in the United Republic of Tanzania. This outlet was
improved by the opening of the Tan-Zam railway in 1975. By this time, however. the
civil war in Angola was hampering deliveries through Lobito Bay. another major
outlet for copper from Zaire as well as Zambia. Zaire then began to move some of
its exports through the longer route to East London in South Africa; its mine
production increased bya third between 1969 and 1974. In Peru there was virtually
no expansion in copper production in this period, while in Chile, mine output
inched up at about 1 per cent a year until 1974 when there was a major increase
(of about 20 per cent).
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The rise in price in the second half of the 1960s had set in motion a series
of actions designed to reassert the control of host Governments over their natural
resources. The copper mines in Zaire were nationalized in 1966, 35/ and in Chile a
majority shareholding was acquired by the Government in 1967~1969-,-and the same
thing happened in Zambia in 1970. In Chile, the Government took over the rest of
the equity of major mines - Cerrq, Anaconda and Kennecott - in 1971 while in Peru
a revision of the mining law in,1971 was premised. on the establishment of a state
monopoly and the 11 fading out i16f the foreign companies as owners if not as
contractual operators of the mines. One result of this was a reduction in the
outflow of investment income. In Chile, where remittances had totalled
$148 million in 1970, payments were at an insignificant level in 1972-1973 and in
Zaire and Zambia they remained at about two thirds of the 1970 level despite the
upswing in price. 36/ Only in Peru did the outflow rise again after 1972, but
here in 1974 the largest of the copper companies (Cerro de Pasco) was expropriated.

The removal of the company buffer exposed the national treasury more
directly to the vagaries of the international market. The 1971-1972 decline in
the copper price was thus the occasion for cutting back pUblic expenditure in Zaire
and Zambia and increasing taxes as well as tightening control over imports and the
use of foreign exchange. Zambia also increased tax rates in 1975 when copper
earnings dropped to about half the 1974 level. The rapid rise in the price of
copper between 1972 and 1974, on the other hand, made possible not only a
10 per cent cut in income tax rates but also the repayment of much of the debt
incurred for the acquisition of the controlling shareholding in the mining
companies in 1969.

Strongly influenced by the fortunes of the mining industry, savings rates
declined in all four countries in the 1970-1972 downswing. Except in Peru, where
savings continued to shrink, there was a recovery in the 1973-1974 upswing - to
about 15 per cent of the gross national product in Chile, 17-20 per cent in
Zaire and about 40 per cent in Zambia. Though data are not yet available for
1975, other evidence suggests that the recession in price and earnings caused
another reduction in savings.

The iron ore-exporting countries

The average price of iron ore in international trade, being influenced more by
contractual arrangements than by a volatile daily market, rose fairly steadily in
the first half of the 1970s, slowly between 1970 and 1973, rather more rapidly in
1974 and 1975, when a number of concessions were renegotiated, levelling out at

35/ In an effort to diversify the ownership of the mlnlng industry, the
Government of Zaire subsequently entered into several joint ventures with foreign
companies, taking only a minority shareholding. One of these concerns, SODIMIZA
(owned jointly with interests from Japan) , began production of copper concentrates
in 1972, and a second, SMTF (in partnership with a multinational consortium of
private developed market economy interests) is scheduled to begin production of
refined copper in 1978.

36/ In Zambia, where foreign owners continued to hold a minority interest in
the mining companies, controls were imposed on the remittance of profit in 1968;
they were lifted in 1970 when the external balance was more favourable and
reimposed in 1972 after it had deteriorated.
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just over double the 1~(0 average. Compared with the unit value of manufactures,
iron ore kept pace in 1971 and 1972, lagged somewhat in 1973, caught up in 1974 and
surged ahead in 1975 when its purchasing power was about a fifth above the 1970
level.

The export earnings of the three countries most dependent on iron ore 37/
rose at an accelerating pace in 1970-1974 and then declined slightly as the-
recession in the developed market economy steel industry reduced the volume of
shipments. Import expenditure followed essentially the same pattern (see
table III-14).

The group's combined trade surplus widened somewhat between 1970 and 1973, but
with a sizable deficit opening up in Sierra Leone, it shrank considerably in 1974
and 1975. This movement was reflected in the group's international reserves:
these grew rapidly between 1970 and 1974, both in absolute terms and as a
proportion of imports, and then receded in 1975 to the equivalent of three months'
imports - as they were at the beginning of the decade.

A 1970-1973 upswing followed by a decline also characterized the development
of the savings ratio in Liberia and Mauritania. In Sierra Leone, where the m1n1ng,
industry plays a smaller role, the savings ratio was substantially lower and it
showed little change during the first half of the 1970s.

The bauxite-exporting countries

Reflecting modifications in the arrangements between host Governments, on the
one side, and operating, mining and processing companies, on the other, the
average price of bauxite in world trade - which had risen in steps at an average
rate of about 3 per cent a year in the 1950s and 19605 - jumped by almost a fourth
in 1971 and, after two years with little change, by about a half in 1974. The
rapid rise in 1974 carried on into 1975 and, though there was a decline in the last
quarter, the average price over the year as a whole was double the 1974 figure and
almost four times the 1970 average.

The countries chiefly involved in and affected by these changes were Guyana
(about 40 per cent of whose export earnings came from bauxite and alu~ina in the
1971-1975 period), Jamaica (where the proportion was almost two thirds) and Guinea
where bauxite accounted for nearly three fourths of total exports. 38/ In Guyana
both the major mining companies were nationalized in this period, the first in
1971, the second in 1974. In Jamaica the structure of the industry and the status
of the foreign-based companies that ran it began to change in 1972 with the setting
up of a National Bauxite Commission charged with raising the development potential

37/ Sierra Leone, one eighth of whose export earnings came from iron ore in
the first half of the 1970s, Liberia (two thirds) and Mauritania (three fourths).

38/ The contribution of bauxite to exports from Guinea is still rising: two
new joint mining ventures began shipments in 1973 and 1974 and with the
completion of alumina-processing plants the value of these exports will rise. In
1975 two more joint ventures, involving Arab, Swiss and Yugoslav interests, in
co-operation with the local Government, were worked out and bauxite production,
which rose from 2 million tons in 1973 to 8 million in 1975, is expected to
double by the early 1980s.
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of the resources and their exploitation. In 1974 the terms of the concessions
under which the companies operated were altered: the land was nationalized and
leased back to the former companies involved~ control of which passed into the
hands of the Government through the acquisition of a majority of the shares.

In Jamaica~ the royalty payable on the volume of ore removed was raised by up
to 55 per cent in 1971 and again (to the equivalent of 55 United States cents per
ton) in 1974. At the same time, in the absence of a free market for bauxite~ a
production levy was imposed on the mined output of bauxite equivalent to
7.5 per cent of the price of the aluminium it would ultimately make. The new
Commission also laid down a minimum rate of exploitation equal to the industry's
rated capacity of 14 million tons of ore a year. One of its early actions in 1972
was to set up a training programme for workers with a view to raising the quality
and income of local employees in the industry. It also pressed for increased
processing of the local ore: the proportion exported as alumina rose from not
much more than a fourth at the beginning of the decade to about a half in 1975. By
then arrangements were under way for participation in a 120,000-ton Mexican
aluminium smelter to be fed with alumina and caustic soda from Jamaica.

The export earnings of the bauxite group increased slowly from $0.5 billion
in 1970 to $0.6 billion in 1973 and then, under the influence of the increase in
price and the raising of value added~ they almost doubled to $1.1 billion in 1974
and, despite the recession~ a somewhat higher figure in 1975. Imports followed a
similar pattern, but, rising rather more rapidly, there was a threefold expansion
in the trade deficit between 1970 and 1973 39/ and although the gap was virtually
eliminated in 1974 it began widening again in 1975.

Following the nationalization there was a marked reduction in the outflow of
direct investment income from Guyana: it averaged $15 million in 1970-1971 and
1es s than ~iJ9 million in 1972-1974. The out flow from Jamaica, by contrast,
increased in 1972 and again in 1974~ reaching $153 million or almost 50 per cent
more than in 1970.

With the increase in its trade deficit Jamaica's international reserves were
drawn down in 1972 and 1973 and import controls were tightened. The expansion in
export receipts in 1974 reversed these movements, but the change was short-lived:
1975 brought a further widening of the trade gap., another drawing down of
reserves and a renewal of the import restraints. The group's combined reserves
oscillated between $150 million and $250 million for most of the period, but as a
proportion of imports they declined - from nearly 27 per cent in 1971 to the low
figure of 11 per cent in 1974~ recovering somewhat to the equivalent of two months'
imports in 1975 (see table 111-18).

Since the corporate sector was responsible for much of the savings in these
countries, the events of the quinquennium had a direct impact on savings rates.
In Guyana they fell away sharply from the 1970-1972 average of about 15 per cent of
the gross national product. In Guinea, the expansion in corporate activity, on the
other hand, swung the ratio from negative in 1970-1972 to positive thereafter,
though at about 3 per cent, it remained one of the lowest among the developing

39/ The combined trade deficit of Guinea, Guyana and Jamaica was *69 million
in 1970 and $230 million in 1973, measuring imports and exports f.o.b. No later
figures are available for Guinea.
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countries. In Jamaica the ratio declined from 16 per cent in 1970 to 12 per cent
in 1972 and then recovered to 17 per cent in 1974.

The phosphate-exporting countries

The price of crude fertilizer in international trade fluctuated within
relatively narrow limits in the period 1970~1973 and then, under the influence of
successive increases in the selling price of rock phosphates, it rose rapidly and
in 1975 it averaged more than five times the 1970 level. The increases originated
in Morocco, the leading exporter, where the phosphate price, more or less static
for many years at just over $14 a ton, was raised to $42 in January 1974,$63 in
July 1974 and $68 in January 1975. Other exporters followed the Moroccan lead.

The fourfold increase in price had little immediate effect on demand.. It came
at a time when the rise in the price of petroleum - of a similar order of
magnitude - was inducing a parallel increase in the cost of nitrogenous fertilizer
and when the upsurge in the price of cereals and other ~ood-stuffs was causing
farmers to extend their planted acreage and take various steps to increase yields.
By the end of 1974; however, with cereal prices beginning to weaken and the
recession-inflation combination affecting the liquidity of many farmers in the
developed market economies, fertilizer consumption turned downwards. The amount
of phosphate used in 1974/75 was about 15 per cent below the 1973/74 level.

A further announced price increase - to $81 per ton - in July 1975 was
cancelled. At the same time the higher prices had encouraged a general expansion
in production. In the face of this, some of the major exporters sold less than
expected in 1975. Morocco, for example, had planned for sales of over 21 million
tons but actually sold less than 17 million. Partly as a result of this
shrinkage, the export earnings of the four countries in which phosphates is a
major item, 40/ having almost doubled between 1973 and 1974 - to $2.4 billion 
declined by ~per cent in 1975 (see table 111-14).

Imports, which had accelerated markedly between 1970 and 1974, continued to
expand - from under $3 billion in 1974 to over $4 billion in 1975 - and
consequently there was a notable increase in the trade deficit: from around
$0.4 billion a year in the 1970-1973 period it had been cut to $0.2 billion in
1974 only to rise to a record $1.3 billion in 1975 (see table 111-15).

The outflow of investment income - generated for the most part outside the
phosphate industry 41/ - rose steadily during this period: by 1974 it had reached
$18 million, about double the 1970 figure. The inflow of financial resources was
sufficient to accommodate this, however, as well as the trade gap and, although
there was a dip in international reserves in Jordan in 1971, in Togo in 1972, in
Senegal in 1973 and 1974 and in Morocco in 1975, the group as a whole achieved a
fairly steady increase. In absolute terms, their combined reserves doubled over
the five years - from less than $0.5 billion to nearly $1 billion. Relative to

40/ Senegal, in which phosphates contributed almost a sixth of total exports
in 1971-1974, Jordan where the phosphate contribution was a fourth, Morocco (about
a third) and Togo (nearly half).

41/ In Morocco, which was responsible for about two thirds of rock phosphate
exports during this period, the mines are owned and operated by a state monopoly.
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imports, however, they lagged after 1972, the ratio dropping from 41 per cent to
23 per cent (see table 111-18).

In all four countries the expansion in income in 1974 had a favourable
impact on domestic savings. Up to that point the savings ratio had been declining
in Togo (from 10 per cent in 1970 to 3 per cent in 1973) and in Senegal where
under the influence of the long Sahelian drought the ratio had fallen from
7 per cent in 1970 to ~3 per cent in 1973. In Jordan the economy had continued to
consume more than it produced. In Morocco, on the other hand, the 1970-1973
period was one of steadily increasing savings rates, the 1974 gain carrying the
figure to a record high of 22 per cent.
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The growth in export earnings among the developing countries with a more
diversified trade in the first half of the 1970s was somewhat smoother than that
experienced by those that were strongly influenced by a single commodity. The
effect of the upswing in developed market economy demand in 1972--1973 and the
general upsurge in primary commodity prices, however, tended to impose an essentially
similar pattern. There was an acceleration in the first three years of the period
and a deceleration in the next two.

In the case of the 11 countries exporting a range of primary products, total
earnings rose from under $7 billion in 1970 to over $18 billion in 1974 before
slipping back by 1 per cent to just under $18 billion. In the case of the five
exporters of manufactured products 42/ the expansion was even more vigorous - from
$7 billion in 1970 to nearly $22 billion in 1974, followed, here too, by a
1 per cent decline in 1975.

The parallel was not quite as close in the movement of imports. In both
groups import expenditure followed the course of export earnings, but instead of
decelerating in 1974 the imports of the diverse primary commodity exporters surged
upwards by about 86 per cent. This was largely the result of a dOUbling of the
import expenditure of Brazil and the Philippines. Thus, while the imports of the
manufactures group expanded from $12 billion in 1970 to $35 billion in 1975, those
of the diversified primary group rose from $7 billion to $25 billion.

The consequence of this upsurge in imports was a marked increase in the trade
. deficit. After oscillating around $4 billion a year in 1970-1972, the deficit
of the manufactures group rose to $6 billion in 1973 and $10 billion in 1974 and
1975, all members of the group contributing to it. Thanks largely to the active
balance of trade of Brazil, Ivory Coast and Malaysia. the diversified primary
group began the decade in surplus. Though Brazil moved into deficit, its place was
taken by the Philippines in 1973 when the group again achieved a surplus
(of $1 billion). Ivory Coast and Malaysia continued to maintain an active balance,
but extremely large deficits opened up in the trading accounts of the Philippines
(3 per cent of gross domestic product in 1974) and, even more, Brazil (almost
5 per cent of gross domestic product in 1974) and this swung the group as a whole
into a passive balance of nearly $5 billion (see table 111-25).

In the face of these deficits, several countries drew on their international
reserves - Ivory Coast and the United Republic of Tanzania in 1974, Bolivia, the
Congo, Malawi, Malaysia and the Philippines in 1975, and Brazil in both years. Thus
for the group as a whole, the vigorous growth in reserves in the first three years
of the decade - from $2.5 billion at the beginning of 1971 to $9.3 billion at the
end of 1973 - was followed by two years of decline. This reduced the ratio of
reserves to exports from the record 68 per cent reached in 1973 to less than
32 per cent in 1975 - below the 1970 ratio (see table 111-18).

42/ Manufactures (other than food-stuffs and beverages) contributed rather more
than 40 per cent of the exports of Mexico and Singapore, three fourths of those
of Israel, over 80 per cent of those of the Republic of Korea and over 90 per cent
of those of Hong Kong.
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The international reserves of the manufactures group followed a similar
pattern, though their growth in the 1971-1973 period was steadier and less
dramatic and after the 1974 dip they recovered somewhat. At $7.3 billion,
however, their end-1975 level was a smaller proportion of current import
expenditure (26 per cent) than the reserves held at the beginning of the decade
(31 per cent).

Though the diversified nature of the export basket of these countries
offered some defence against the extreme fluctuations of individual commodities,
their economies were clearly affected by the general swings which in the
1970-1975 cycles were not only of unusual amplitude but also almost all-embracing.
In many instances, moreover, even the swings of particular commodities were
sUfficiently important, from the point of view of employment and incomes or even
public revenue, to invite stabilization measures.

The fluctuations in the world tin market, for example, brought forth a number
of responses from Bolivia and Malaysia, 43/ The 1970-1971 recession lent
urgency to the efforts being made to increase the value added to the raw material
before export. In 1971 Bolivia opened a smelter capable of refining about a
fourth of its current tin ore output and in Malaysia 1973 saw the completion of a
steel plant with a facility for making tin-plate. The instability of the major
currencies, culminating in the floating of the pound - in which the principal price
of tin had long been denominated - precipitated the opening in July 1972 of a new
international market on which tin was quoted in Malaysian dollars per picul. The
upsurge that raised the tin price two and a half times between the end of 1972
and the middle of 1974 led to the imposition of higher export duties in Malaysia
in December 1973 to divert some of the additional income into the Treasury. This
process had to be reversed when, between mid-1974 and mid-1975, the price dropped
by more than a third. Export quotas were introduced in terms of the International
Tin Agreement, and stockpiling arrangements were set up to obviate the closing
of mines. This involved a heavy burden on the budget, particUlarly in Bolivia, and
hardship for the small miners in Malaysia. The problem was accentuated by the
continuing rapid rise in costs. The erosion of mine profits had been one of the
main factors leading to the devaluation of the Bolivian peso (from 11.88 to 20.00 to
the dollar) in 1972. And in 1974 it was a factor in the Malaysian decision to
invite various foreign mining groups to join in new prospecting ventures in a
search for more payable ore bodies.

A similar sequence of events and policies was set in motion by the
fluctuations that occurred on the world market for rubber. The 1970-1971 recession
led to stockpiling and efforts to increase domestic usage. The trebling of price
between mid-1972 and early 1974 led to a sharp increase in export duty. The
halving of price between early 1974 and mid-1975 led to a halt in lactation
stimulation, reduced tapping of the trees and renewed stockpiling plus efforts to
co-ordinate the control of supply through an Association of Natural Rubber Producing
Countries. The contribution of rubber to Malaysian export earnings, after having
risen to 35 per cent in 1973, fell sharply to 22 per cent in 1975.

43/ The contribution of tin to total export earnings fluctuated between
12 and 19 per cent in the case of Malaysia, while in Bolivia it declined steadily
from 59 per cent in 1971 to 43 per cent in 1975.
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The 1972-1974 upswing in tin and rubber prices, along with those of palm
kernels and oil, 44/ was reflected in the incomes of Malaysian mines and estates,
many of which are:foreign-owned. One consequence of this was a doubling in the
outflow of investment income - from around $170 million a year in 1971 and 1972 to
$305 million in 1973 and $374 million in 1974. This was accompanied by a decline in
the rate of domestic saving between 1970 and 1972, followed by higher rates in 1973
and 1974. There was a comparable, though smaller-scale, increase in dividend
payments from the Philippines: from $25 million a year in 1970-1971 to $60 million
in 1973 and $81 million in 1974. Here, domestic savings rates rose - from
19 per cent of gross domestic product in 1970-1972 to 22 per cent in 1973-1974.
Payments from Brazil also increased sharply - from around $100 million a year in
1970-1972 to $131 million in 1973 and $173 million in 1974 - while the savings ratio
was maintained at about 20 per cent of the gross domestic product throughout the
period.

Among the other countries in this diversified export group, the changes in the
outflow of investment income were more modest - downward in the case of Bolivia,
upward in the Congo and without direction in the case of Malawi, Paraguay and the
United Republic of Tanzania. Savings rates rose quite sharply in Malawi (from
around 6 per cent of gross domestic product to nearly double that figure in
1973-1974) and Paraguay (from 19 per cent in 1970-1972 to 22 per cent in 1973-1974)
but declined in the Congo in the wake of changes in the level of activity of
foreign-based minerals companies and in the United Republic of Tanzania (from
18 per cent in 1970 to 15 per cent in 1973 and a drought-induced 5 per cent in 1974)
Between 1970 and 1973 there was a steep decline in savings rates in Bolivia too, but
this was reversed by the improvement in tin earnings. A downward-upward sequence
also characterized the movement of savings rates in the Ivory Coast. In Honduras,
by contrast, both domestic savings rates and overseas divident payments increased
steadily between 1970 and 1973, only to fall back in 1974 when a disastrous
hurricane destroyed a large proportion of the country's banana plantations and
cattle herds. 45/

Among the countries exporting a large proportion of manufactured goods there
was a general upward movement in the outflow of direct investment income. In
absolute terms this was least in the Republic of Korea where such dividend payments
rose from $5 million in 1970 to $30 million in 1974. In Mexico, where this flow was
largest, there was a doubling - from just under $0.5 billion a year in 1970-1971 to
almost $1 billion in 1974. In Singapore, a rapidly industrializing economy, there
was a tenfold increase - from about $30 million a year in 1970-1971 to $236 million
in 1973 and $317 million in 1974.

This notable expansion in investment income payments was accompanied by a
significant, if sometimes erratic, rise in savings rates between 1971 and 1974 - in
the Republic of Korea from 14 per cent of gross domestic product to 19 per cent,
in Mexico from 17 per cent to 21 per cent and in Singapore from 21 per cent to

44/ There was a fivefold rise in the world price of palm kernel oil between
end-1972 and early 1974. Malaysian palm oil earnings rose almost fourfold between
1971 and 1975 by which time they were contributing more than tin exports.

45/ Capital losses were estimated at $150 million, rather more than the total
amount invested in the previous year, and there was virtually no growth in gross
product in 1974 or 1975.
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26 per cent. The exception in this group was Israel where, after the October war,
domestic savings became negative in 1973 and 1974 and the outflow of dividends
oscillated around $30 million a year. The savings ratio also declined in Hong Kong,
from the high figure (28 per cent) it reached in 1972, in the wake of the general
slowing down of the economy.

Given the particularly close connexions that exist between the developed
market economies and most of the countries with a more diversified export
structure, both through direct investment and through special marketing
arrangements, the 1974-1975 recession in the former necessitated major policy
adjustments. The 1972-1974 upswing had generated an unusually large import demand
and, since most of these countries are heavily dependent on imported petroleum,
its impact on the balance of payments was greatly intensified by the fourfold price
increase that occurred at the end of 1973. Although international reserves had
been built up in 1973, in some cases to record levels, defensive action soon
became necessary. Import and exchange controls were tightened and the combination
of decelerating exports and rapidly rising import prices exerted a depressing
squeeze on domestic incomes and activity. Thus 1975 found many of these countries
with markedly lower growth rates and severe external imbalance.

The impact of changes in the food and energy situation

Changes in the world food and energy situation were affected only indirectly
by the business cycle in the developed market economies. And, in contrast to the
changes that occurred in the situation of the commodities discussed in the preceding
sections of the chapter, their effect on developing countries was exerted not only
or primarily through exports but, in a large majority of cases, through imports.

In the case of food-stuffs the main problem during the first half of the 1970s
was to increase production in order to offset the effect of poor harvests in a
number of major countries. These shortfalls had a severe impact on the world
market, drawing on internationally available supplies, reducing stocks to
dangerously low levels and raising prices to extraordinarily high levels. Because
of the importance of food-stuffs in the consumption basket, most developing
countries sought to hold down the local prices of at least the basic items 
particularly cereals - in order to protect levels of living and prevent the rise
in world food prices from intensifying domestic inflation. Since price increases
were often required to stimulate local production in the face of rising costs of
purchased farm inputs, many developing countries were impelled into dual or
multiple price systems. Many Governments became involved in various forms of
quantitative control - limitation of exports, quotas for delivery from domestic
farms, rations for urban populations - and systems of subsidized distribution,
sometimes through State-run shops •.

The changes in the energy situation came more suddenly, entailed much
greater price increases and created a much sharper cleavage between the small
number of exporters and the rest of the developing countries for which imported
petroleum was the main source of mechanical heat and power. The main problem
for the petroleum exporters after 1973 was how to make the most effective use of
the new and greatly enlarged stream of foreign exchange flowing into their
economies. This involved not only the acquisition and deployment of the flow of
goods and services for domestic investment and consumption but also the handling
and placement of foreign assets on an unprecedented scale. For the petroleum
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importers, on the other hand, the problem was the sudden and serious deterioration
in their terms of trade and how to alleviate the resultant imbalance in their
external accounts by conserving energy and developing alternative domestic sources.
Because the original difficulty was the result of a sudden and large increase in
price, many importing countries felt inhibited in using the price weapon to provide
further discouragement to internal consumption. Though the cost of energy is far
less important than the cost of food, its pervasiveness throughout the modern
production system and its vital role in transportation made many Governments
reluctant to add to the inflationary forces by any price-raising tax.

Though adjustments have been made, the food and energy problems remain acute.
Though better harvests in some of the major food deficit countries eased the
situation in 1974 and 1975, world stocks have not been rebuilt and, with the
continuing rise in popUlation and income in the developing countries, supplies are
barely keeping up with demand. While cereal prices have declined from their early
1974 peak, substantially in absolute terms and even more in relation to the prices
of many developing country exports which have been rising again since mid-1975,
the cost of cereal imports still constitutes a heavy burden on a number of low
income countries. In the case of energy, both conservation and substitution have
proved difficult. While new resources are being developed, dependence on imports
remains as great as ever. The trade deficit has been financed, but only by a
considerable increase in external debt. And the price of petroleum has continued
to creep upwards: by the end of 1975 it was approaching seven times the 1970
average whereas the price index of all the other basic commodities exported by
the developing countries had receded from its end-1974 peak to about 60 per cent
above the 1970 average (see figure 111-3).

Adjustment in the food-exporting countries

The price index of cereals exported by developing countries, after a slight
dip in 1971, rose slowly in 1972, doubled in the course of 1973, reached a plateau
about 2.7 times the 1970 average in the first half of 1974 and then receded
steadily to about double the 1970 average by the end of 1975. The price index of
meat exported by developing countries rose somewhat earlier - in 1971 and 1972 
reaching a peak about 2.2 times the 1970 average in mid-1973, declined sharply in
the second half of 1974 but recovered in 1975, ending the year at much the same
level as cereals, that is, about double the 1970 average.

These price movements lie behind the accelerating growth in the export
earnings of the seven developing countries most dependent on trade in cereals and
meat: 46/ these exports increased by 2 per cent in 1971, 15 per cent in 1972 and
as much as 56 per cent in 1973 before slackening to a 33 per cent increase in 1974
and a reduction of 15 per cent in 1975. The expansion carried total proceeds from
less than $3 billion in 1970 to over $7 billion in 1974.

46/ Food-stuffs, chiefly cereals and meat, contributed about half the export
earnings of Burma, Democratic Kampuchea, Thailand, the Upper Volta and Uruguay
during the first half of the 1970s and even higher proportions in the case of
Argentina (about two thirds) and Somalia (approaching 90 per cent).
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Import expenditure followed the same pattern with a delay of about a year:
the greatest increase (54 per cent) was in 1974 and the expansion continued in
1975, bringing the import bill to about $9 billion, as against $3.5 billion in
1970 (see table 111-14).

On the basis of f.o.b. prices, the group's trade swung from a $0.3 billion
deficit in 1971, through a rough balance in 1972 to a $1 billion surplus in
1973. The surplus shrank to $0.2 billion in 1974 and was transformed to a record
deficit of $1.4 billion in 1975 (see table 111-15).

Foreign-owned enterprises did not play a large part in these swings in trade.
In most of the countries in the group direct investment payments dipped in 1971 and
1972, recovered in 1973 and increased to a new high point in 1974 about a third
above the 1970 level in the aggregate, the largest outflows coming from Argentina
($84 million), Uruguay ($47 million) and Thailand ($23 million).

After declining to $1.5 billion in 1971, the group's international reserves
climbed to over $3.7 billion in 1974 before being drawn down by about $1 billion
to help meet the 1975 merchandise deficit. This lowered the ratio of reserves
to imports to about 30 per cent, less than half the high figure attained in 1973
and well below the ratio obtaining at the outset of the decade. At the end of
1975 the relative volume of reserves ranged from over nine months' imports at
current rates in the case of Burma and six months in Thailand to less than four
months in Uruguay and barely six weeks in Argentina.

The impact of these external developments on the savings performance of
the group differed markedly from country to country. There were significant
increases in the early years of the decade in Somalia, Thailand and Uruguay but
the trend was reversed in 1973 in Somalia and in 1974 in Uruguay, whereas Thailand
achieved a savings ratio of 25 per cent of gross domestic product in 1974, the
highest in the group. Savings oscillated around 10 per cent of gross domestic
product in Burma and about 20 per cent of gross domestic product in Argentina.
In the Upper Volta, afflicted by drought for most of the period, more resources
were used than were produced. And, with the spread of the Indo-Chinese war,
savings also became negative in Democratic Kampuchea.

The only significant developing country exporter of grain during this period
was Argentina where production ranged from 19 million tons in 1972 to 24 million
in the following year (see table 111-26). Net exports declined in the opening
years of the decade, from 10 million tons in 1970 (earning $515 million) to less
than 6 million tons in 1972 (earning $346 million) and then recovered to over
11 million tons in 1974 (earning $1.3 billion). The income accruing to wheat
farmers increased rapidly in the early period: production rose from less than
5 million tons in 1970 to nearly 8 million in 1972 while the local support price
was more than doubled, to appreciably above the average unit value in world trade.
The producer price was raised sharply in 1973 and 1974, more or less in line with
world prices but crops were smaller so that the resultant wheat farm revenue,
which had amounted to about $750 million in 1972 remained at about $850 million
in 1973 and 1974.

The maize production cycle in Argentina was the reverse of the wheat cycle,
declining from near 10 million tons in 1970-1971 to below 6 million in 1972 and
back to near 10 million in 1973-1974. But, as in the case of wheat, the support
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price, 'W'ell belO\{ the world unit value, was sed equalling the
world figure in 1973 and exceeding it in 1974. Thus maize farm earnings rose
more than fourfold between 1970-1972, when they averaged less than $0,3 billion
a year, and 1974 when these were over $1.3 billion.

In the case of rice, producer prices in the two main exporting countries,
though only about a third of the average unit value in world trade in absolute
terms in 1970-1972, were raised more or less in line with it in the 1973-1974
upswing (see table 111-27). In Burma. where production dipped in 1972 and
recovered to around 5,5 million tons a year in 1973 and 1974, this increased the
farmers' rice income from the $0.2 billion level of 1970-1973 to over $0.5 billion
in 1974. In 1970 purchasing power, the gain was from a low level of $170 million
in 1972 to over $300 million in 1974. In Thailand production ranged from
8.1 million tons in 1972 to 9.7 million in 1973 and the farmers' real income from
rice sales, after falling drastically in 1971 to $0.3 billion, rose rapidly to
$0.8 billion in 1973 and $1.2 billion in 1974. facilitating the high savings rates
attained in those two years.

The failure of rice production to increase in Burma meant a considerable
reduction in the country's net exports of cereals: they averaged about 0.7 million
tons a year in 1970-1971 but fell to less than a third of that in 1973-1974.
though because of the increase in world price net earnings were better maintained.
Net cereal exports from Thailand ranged from 3.9 million tons in 1972 to 2.2 million
in the following year (see table 111-28). Earnings from these exports rose fairly
steadily, however. from $0.2 billion in 1970 to over $0.3 billion in 1973 before
jumping to nearly $0.8 billion in 1974.

The only other developing countries to record a consistent net export position
in respect of cereals in the first half of the decade were Uruguay (on a small
but increasing scale) and Nepal (on a larger but diminiShing scale). Kenya and
the Niger were net exporters in four of the five years 1970-1974, Angola, Guyana
and Malawi for three, Southern Rhodesia and Surinam for two and Democratic
Kampuchea, Mexico, Mozambique and Pakistan for a single year. All other developing
countries were net cereal importers throughout the quinquennium.

In general, cereals are not primarily export crops in any developing country;
it is only after domestic requirements have been satisfied that the remainder
is available for sale abroad. There is thus a competitive relationship between
internal and external demand, shaped in varying degree by the local distribution
of income and nutrition policies and by the desire for foreign exchange, the state
of the world market and the import pOlicies of partner countries. A similar
set of circumstances governs the export of meat from developing countries.

In Argentina. for example. policies underwent frequent adjustment in the first
half of the 1970s. In 1971. with export earnings lagging in the face of the
developed market economy recession and meat production substantially below the
1968-1970 level, efforts were made to curb domestic meat consumption and encourage
sales abroad. In 1972, in the face of a two-thirds increase in local consumer
prices, the policy was reversed and efforts were made to retain more meat for the
domestic market. In the event, the proportion of production exported rose to
31 per cent and local supplies were reduced (see table 111-29). Because of the
intensification of inflation and the failure of production to increase. this policy
was reinforced in 1973: export quotas were reduced and, in response to the rise
that had occurred in international meat prices. export taxes were raised. and in
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June price controls 'Were introduced into local cattle sales. In 1974 these
measures 'Were relaxed: export taxes 'Were reduced and exchange rates modified
in order to improve exporters' margins and in August the price controls on cattle
'Were ended. Ho'Wever, because of the rapid rise in feed costs, the livestock
industry was in difficulties in some of the major developed market economies and
'With slaughtering at record levels, restrictions 'Were placed on imports. As a
result, exports from Argentina dropped to 13 per cent of production. Though
production 'Was appreciably higher in 1975, exports declined again: export taxes
'Were further reduced, the policy of fostering the domestic consumption of fish
and pOUltry 'Was reversed and alternative markets explored. 47/ With most of the
increment in output moving on to the domestic market, the annual per capita
consumption of beef and veal rose to a record figure of nearly 200 pounds.

47/ The most important result of this was a contract for the supply of
100,000 tons of meat a year for the Soviet Union.
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Adjustment in the food-importing countries

In 1972 almost half the developing countries experienced a reduction in food
production. As this group included some of the largest countries - Mexico and
Nigeria, for example, and most of South and East Asia - over two thirds of the
total population were affected. The proportion of countries recording reduced
output declined in subsequent years: by 1975 it was not much above a fifth and
the affected population was only 7 per cent of the developing country total (see
table 111-30). But 1974 was another disappointing year in which, as a result of
crop failures in such countries as Bangladesh and India, Egypt and Ethiopia,
almost half of the total developing country population faced smaller domestic food
supplies.

Thus, despite the favourable outturn in 1975, the first half of the decade
was generally unsatisfactory in respect of food production. Less than a fourth of
the developing countries achieved a rate of increase above 4 per cent a year and
they accounted for less than a fifth of total population. In almost two thirds of
the developing countries food production failed to keep up with the growth of
population (see table 111-31).

Except in West Asia where food crops were exceptionally good in 1972, most of
the developing countries thus entered the period of major international
adjustment - SUbsequently labelled the world food crisis - in a relatively weak
position. The dependence of most of the agricultural subregions on food imports
was greater than in earlier years. This was particularly so in the case of
cereals: almost everywhere the degree of self-sufficiency was lower in 1972 than
it had been 10 years earlier. Only in South America did cereal production exceed
domestic consumption, thanks largely to the net export position of Argentina and
Uruguay (see table 111-32).

Among the rest of the developing countries the production of cereals - the
key to food supply and nutrition - was far from buoyant in the first half of the
1970s. At just under 306 million tons the 1971 and 1972 crops were about
4 million tons short of the 1970 level. There was a recovery to 317 million tons
in 1973 but no further advance in 1974. Between 1970 and 1974 the combined
popUlations of the countries concerned 48/ increased by about 10 per cent, from
1,560 million to 1,720 million. The pe;-capita production of cereals thus fell
from about 200 kilograms in 1970 to about 185 kilograms in 1974.

In order to maintain supplies at around the 216 kilograms per capita
available in 1970, imports were increased considerably - from 28 million tons in
1970 and about 31 million tons in 1971 and 1972 to 43 million tons in 1972 and
almost 45 million in 1973 and 1974. The cost of doing this rose rapidly after
1972: it doubled to about $5.4 billion in 1973 and though purchases were only
marginally higher in 1974 the cost approached $9.3 billion (see table 111-33).
The major importers inclUded the Republic of Korea (a net intake averaging
3.3 million tons a year), India (2.9 million tons), Bangladesh and
Egypt (1.9 million tons), Brazil (1.6), Indonesia (1.5), Cuba and Mexico (1.4),

48/ All the developing countries other than the net exporters of cereals,
Argentina, Burma, Nepal, Thailand and Uruguay, whose combined population in 1970
was rather more than 101 million.
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Algeria and Iran (1.3)~ Israel and Venezuela (1.2) and Chile and the Philippines
(1 million tons a year).

Very few countries achieved an increase in per capita cereal consumption in
the 1970-1974 period. The only significant gains among the net importers of the
western hemisphere were in Brazil, Colombia and Venezuela. In Africa the gains
were confined very largely to the Mediterranean belt; in Asia to Iran, Iraq and
the Syrian Arab Republic.

The poor crops of 1972 and the related upsurge in food prices caused most
developing countries to increase their efforts to improve the functioning of the
agricultural sector. Many countries set self-sufficiency in basic food-stuffs as
an explicit objective of pOlicy for the short or medium term. Long-range
programmes such as land reform continued in many countries with the extension of
cadastral surveys, the purchase or expropriation of areas above a designated
maximum, the distribution of titles to small landholders, the modification in
tenancy laws, and the establisbment of co-operative or collective farms. The
development of water resources also continued, with the building of new dams and
the extension - or in some cases rehabilitation - of reticulation systems and
on-farm works. The improvement of extension services was also pressed, with the
institution of better training facilities for field workers and the rationalization
of their dealings with the farmers.

Efforts were also made to extend and improve the use of high-yield seeds.
New varieties were developed to increase resistance to local diseases and pests
or to incorporate desirable cooking or taste qualities. New systems for
multiplication of seeds, control of their quality and their distribution to the
farmer were inaugurated.

The problems of mechanization also received attention - through the
establishment of tractor-hire services, for example, and the improvement of
maintenance facilities. In East Africa ox-training centres were established as a
means of raising the standards of cultivation.

More immediate adjustments to the international food situation were made
through price and credit policies. In general, efforts were directed to holding
down the cost of inputs and bringing output prices if not into line with world
prices then at least up to the level necessary to stimulate farmers into taking
steps to raise the productivity of the land.

The policy of holding down fertilizer prices was based in part on the desire
to modernize methods of cultivation, particularly in conjunction with the use of
high-yield seeds whose growth depends in large measure on the availability of
appropriate nutrients. While, in 1974, the prices of phosphates and petroleum
based nitrogenous fertilizer rose precipitously - in the face of widespread
hoarding and of increased usage, especially in some of the developed market
economies where it seemed likely to yield a quiCk increment to food supply - the
budgetary burden of subsidies grew extremely onerous. As a result, a number of
Governments, particularly among those whose revenues were not benefiting from the
rise in prices, felt impelled to reduce or even eliminate these subsidies, at least
temporarily.

Subsidized credit was more successfully maintained during this period.
Indeed, in many countries steps were taken to extend the scope of official credit -
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by establishing new rural or agricultural banks, by streamlining or extending
existing institutions or by inaugurating new programmes, to reach low-income
farmers, for example, or to provide longer~term loans, or to link credit lines
with input sales or technical assistance.

As far as output prices are concerned, support systems are common for cereal
crops in the developing countries, for stabilization purposes. In general, local
prices have been commensurate with the purchasing power of urban wage earners, and
well below those obtaining on the world market. With the rise in world prices in
1972~1974 adjustments were widespread.

In India the price of rice was raised sharply (by 16 per cent) in 1972 and
again (by almost 50 per cent) in 1974; though it had fallen from half to a third
of the world price, the support level was raised somewhat faster than the local
cost of living in 1974 and 1975. The purchasing power of the local rice price
was raised to a much greater extent in Sri Lanka where increasing the degree of
self-sufficiency was a major policy goal (see table 111-27).

In the wake of the price upswing, Bangladesh launched an vvaccelerated cereal
production programme" in 1974. Part of this involved an official procurement
system to channel rice into the Government's \lfair price shops(O. The price
offered in 1975, however, was not high enough to yield adequate supplies and the
shops had to depend on imports of about 2.3 million tons of cereals. In India
also, where the official procurement system with its guaranteed minimum price
co-existed with private traders and a free market, the shortages of 1972/73 and the
subsequent rapid rise in domestic prices made it difficult to supply the
Government's fair price shops. In 1972/73 only two thirds of the 2.9 million tons
target was actually acquired. Procurement also fell short of the target in
Indonesia. In India in the 1973/74 crop year, when the wheat price was raised to
the equivalent of $140 per ton, traders were brought into the system and required
to deliver to the State Food Corporation half the amount they purchased from the
farmers.

In Madagascar the producer price of rice was raised in 1973 for the first time
in 12 years. In Venezuela high support prices were partly responsible for raising
rice production to the point where net exports were possible in three of the first
five years of the decade, in the face of large net imports of other cereals.
Egypt, an even larger net importer of grains, also remained a net exporter of
rice for which the domestic support price was relatively high. High producer
prices tend to characterize countries that are intent on attaining self
SUfficiency in basic food-stuffs. Even after 1973, however, there were still many
developing countries in which domestic support levels were much lower than prices
on the outside market - as in the caSe of maize in Kenya, for example, and wheat
in Morocco and rice in Pakistan. 49/

While the most widespread approach to the 1972-1974 change on the
international food markets was the raising of the support or guaranteed prices
underpinning the domestic producer, this sometimes involved the strengthening or

49/ Like Egypt, Pakistan, though a net importer of cereals, is a net
exporter of high-price rice and in four out of the first five years of the
decade it earned more from its rice exports than it paid for its imports of
other cereals.
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streamlining of marketing machinery, and this in turn was sometimes linked to the
institution or improvement of storage depots, retail outlets or other components
of the physical distribution system. The effort to maintain or enhance the
profitability of food~growing also took the form of reducing or holding down
input costs: duties on farm tools, fertilizer and pesticide were lowered or
removed by some countries and, where budgetary circumstances permitted, such
inputs were provided on concessional terms (see table 111-34).

Ilfith the prices of imported food-stuffs rising rapidly, Ghana launched
"Opera.tion Feed Yourself t1 to stimulate local production. As part of this the
1974/75 budget continued fiscal incentives to encourage the investment of
foreign-owned funds, blocked by exchange controls, in domestic agricultural
enterprises. In Kenya encouragement of agricultural production was provided not
only through a marketing board system administering minimum guaranteed prices for
various commodities, including the basic food-stuffs - maize, wheat and rice and
milk and sugar ~ but also through an insurance programme operated by an
Agricultura.l Finance Corporation. In return for a premium of KSh 4 per acre
(about 55 United States cents) the Corporation has provided assurance of a
guaranteed minimum value for the output of any landholding of 15 acres or more.
In the case of maize and wheat planting, the assured return was raised from
KSh 180 per acre in 1973 to KSh 250 in 1974 and KSh 350 in 1975.

With the world market prices rising rapidly between 1972 and 1974, both for
food~stuffs and for farm inputs, and price incentives being widely used to
stimulate production, most developing countries had to face the inflationary
consequences. The proportion of countries in which retail food prices rose by
less than 5 per cent a year declined from nearly half in 1971 to a mere 5 per cent
in 1973 and 7 per cent in 1974. And the proportion in which food prices rose by
more than 15 per cent a year increased correspondingly - from an eighth of the
total in 1971 to almost three fourths in 1974. There was a significant
acceleration in the rise in food prices in a majority of developing countries in
1972 (61 per cent), 1973 (70 per cent) and 1974 (55 per cent). It was not until
the relatively good harvests of 1975 began to exert their influence that food
prices began to decelerate in the majority (69 per cent) of countries (see
table III~35).

To slow down the rise in food prices to the consumer, many Governments
instituted or extended subsidy programmes. Trinidad and Tobago, for example,
used $13 million in 1974 to bring the retail price of flour down from 35 cents
to 24 cents per pound and $9 million to bring the price of rice down from
42 cents to 31 cents per pound. Guyana also subsidized basic foods and Peru spent
$120 million in 1974 in holding down the price of imported food-stuffs. In
Egypt, the bill for a similar programme reached $0.4 billion in 1974 and
$0.5 billion in 1975. Venezuela, in addition to placing restraints on the export
of food-stuffs - an action taken by many developing countries - opened
54 distribution centres in 1975 from which subsidized food was made available
to an estimated 1.5 million persons of low income. In Morocco, about a fifth of
the 1974 current budget was absorbed by consumer subsidies. In Algeria over
$0.8 billion - about a seventh of current expenditure - was provided for price
subsidies in 1975. In Senegal the profits made by the agency handling ground-nut
exports were used to subsidize the price of imported food-stUffS, especially rice
and sugar. Madagascar spent $30 million to hold down the consumer price of rice
in 1973/74. In 1974/75 Saudi Arabia devoted the equivalent of $230 million to the
subsidization of basic food-stuffs.
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Though world food prices declined in 1975 50/ and the need for subsidy
diminished, the burden on government revenue remained high in many countries.
Where food costs had become far out of line with other prices, it was politically
difficult to attempt a rapid restoration of earlier relationships by sudden
reductions in subsidy. 51/

Less than a third of the developing countries were able to hold the rise in
retail food prices below an average of 10 per cent a year during the first half of
the 1970s. Over a sixth registered increases averaging more than 20 per cent a
year. The good crops of 1975 eased the situation somewhat and, with the price of
rice moving in international trade declining by nearly a fifth in the course of the
year, some countries - including Bangladesh, India, Malaysia and Singapore as well
as Panama and the United Republic of Tanzania - enjoyed an absolute reduction in
retail food prices. And the proportion of developing countries holding the advance
in food prices below 10 per cent rose to over 40 per cent (see table 111-36).

Despite the improvement in the food situation in some of the major areas 
notably South and South-East Asia 52/ - supply problems persisted in many
countries and, because of financial stringency or a desire to mitigate the
consequence of price distortions, a number of Governments reduced the effective
degree of food subsidization. Thus in as many as a third of the developing
countries food prices rose in 1975 at more than the 1970-1974 average rate. The
position of some of the food-deficit countries was still difficult: to the effects
of the general liquidity squeeze resulting from the decline in developed market
economy demand for their exports and the continuing rise in both the unit value of
imports of manufactures and their debt service obligations was added a marked
reduction in the cereal purchasing power of their primary exports. Relative to a
1970 base of 100, the international price of the cereals they needed to import
stood at 233 in 1975, whereas the prices of the commodity groups they exported
were all appreciably lower: mineral ores (buoyed by bauxite) stood at 211, meat
at 202, fibres at 197, oils and oil-seeds at 170, beverage crops at 157 and
non-ferrous metals at 109.

Adjustment in the petroleum-exporting countries

The price of crude petroleum moving in international trade, after a decade of

50/ Between the last quarter of 1974 and the last quarter of 1975 the price
index of the food basket exported by the developed market economies declined by
about an eighth and that exported by the developing countries - affected much more
by the gyrations of the sugar price - by over a third. At the beginning of 1976
both indices stood at about double the 1971, pre-boom, average.

51/ Budgetary stringency had forced some countries to moderate their subsidy
programmes earlier in the upswing period. Sri Lanka, for example, reduced the
ratio of subsidized flour in 1973, raising the price of bread from 0.47 to 0.76
rupees per pound. Ghana ended its subsidies on milk and rice in July 1974.

52/ In India, for example, the 1975/76 harvest of food grains reached an
estimated 116 million tons - well above the previous (1971) record of
108 million. Government-owned stocks expanded from less than 5 million tons in
mid-1975 to 15 million in mid-1976 and the problem of storage capacity had again
become serious.

-236-



little change, began a sharp ascent ea.rl y in the 19TO::;; "the aVt=rage was up
18 per cent in 1971, 15 per cent in 1972 and 35 per cent in 1973. These
increases reflect the results of negotiations between host Governments and
operating companies regardlng so-called posted prices and cost-determining tax
arrangements. Folloving a joint decision of the Organization of Petroleum
Exporting Countries at the end of 1973, the average price in 1974 was raised to
over three times the previous year's level. A further small advance carried the
price at the beginning of 1976 to almost seven times the 1970 average (see
figure III-3).

The volume of petroleum exports increased vigorously in 1970 and 1971,
despite the slovdown in the developed market economies, and even more strongly
in 1972 and 1973 as demand expanded almost everywhere. With the upsurge in the
petroleum price and the onset of recession in the developed market economies,
however, the volume of exports declined in 1974 and again in 1975. The export
earnings of the petroleum group of the developing countries 53/ thus rose rapidly
in the first three years of the decade reaching $44 billion in 1973. They jumped
to $123 billion in 1974 before receding to $113 billion in 1975. The only
countries to increase their export earnings further in 1975 vere Algeria and the
United Arab Emirates (marginally) and Iraq vhich recorded a notable 20 per cent
gain.

The imports of the group grew progressively - by 17 per cent in 1971,
21 percent in 1972, 44 per cent in 1973 and 72 per cent in 1974. Being under no
international liquidity constraint. this group of countries, unlike all the other
developing country groups, continued to expand its imports in 1975 - by
51 per cent (see table III-14).

The margin between the export earnings and import expenditure of the
petroleum group widened from about $7 billion in 1970 to almost $22 billion in
1973 before bounding to $90 billion in 1974 (both exports and imports being
valued f.o.b.). The continued expansion in imports in the face of reduced
exports narrowed the trade surplus to $56 billion in 1975 (see table 111-15).
Most of the countries in the group were in surplus throughout the period. But
Ecuador had a trade deficit in 1970 and 1971 before it began exporting petroleum
on any scale and Bahrain, where petroleum production has been declining slowly
since 1970, had a deficit in 1971 and 1972. Tunisia was in deficit in all six
years and Algeria in all except 1974, the year of the price boost, when its
earnings exceeded its expenditure by almost $1 billion.

Though information is not available for all the countries in the group, it is
clear that the outflow of investment income followed the course of export
earnings (and the trade surplus) upwards. Payments from the 10 (of the 15)
countries for which data are available 54/ rose steadily from less than $4 billion

53/ Included in this group are Ecuador a~d Tunisia (in which petroleum
accounted for around a third of export earnings in the 1971-1975 period), Gabon
and Indonesia (betveen 50 and 60 per cent), Algeria, Bahrain and Nigeria (around
80 per cent) and Iran, Iraq, Kuwait, the Libyan Arab Republic, Qatar, Saudi
Arabia, the United Arab Emirates and Venezuela (over 90 per cent).

54/ The countries for which data are lacking are Algeria, Bahrain, Kuvait,
Qatar and the United Arab Emirates.
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in 1970 to over $10 billion in 1973 and then jumped to $26 billion in 1974 (see
table 111-16). Though increasing rapidly in absolute terms, however, this outflow
absorbed a diminishing proportion of the trade surplus - 68 per cent in 1970,
around 62 per cent in 1971 and 1972, 58 per cent in 1973 and 36 per cent in 1974.
The proportion of these payments coming from the three major sources - Saudi
Arabia, Iran and Venezuela - rose steadily in this period: it was less than
60 per cent in 1970 but over 80 per cent in 1974. Offsetting these outflows to an
increasing extent was an incoming stream of interest earned on overseas
investment: less than $0.3 billion at the beginning of the decade, this had
risen to over $2.3 billion by 1974.

With a smaller share of the trade surplus going into foreign company profits,
the international reserves of the petroleum group grew rapidly - from
$5 billion at the end of 1970 to $15 billion at the end of 1973 and then, with
large accretions following the 1974 price rise, to over $57 billion at the end of
1975 (see table 111-17). The increases were general and continuous; the only
occasions on which reserves were drawn down were in Ecuador in 1971, Algeria,
Bahrain and Nigeria in 1972, Bahrain and the Libyan Arab Republic in 1973, Qatar in
1974 and Algeria, Ecuador, Iraq, the Libyan Arab Republic and Tunisia in 1975.

For most of the period, reserves rose faster than imports: the group's
reserves/imports ratio increased from 49 per cent in 1970 to 78 per cent in 1972,
dropped slightly in 1973 and then soared to 134 per cent in 1974, receding in
1975, in the face of the sharp reduction in the trade surplus, to slightly less
than the equivalent of one year's imports (see table 111-18).

Closely linked to developments in these exporters of crude petroleum is a
small group whose principal industrial activity is petroleum refining. The
leading import of this group is crude petroleum and its growth in the 1971-1975
period conformed to the pattern of exports of the petroleum group - decelerating
in 1972 and rising to record heights in 1974. The group's exports - dominated by
petroleum products 55/ - also followed the pattern, increasing greatly in value
in 1971 and 1973 an~between two and three times in 1974, before receding in 1975.
With imports and exports so closely related, the trade balance did not change
much, though the distribution of the price increases caused the deficit to widen in
1974 and 1975. As in the case of the petroleum exporters, there was a steady rise
in the stream of direct investment payments though on a completely different
scale - reaching $0.4 billion in 1975. The group's international reserves climbed
steadily during the period, but not quite as fast as imports in 1973 and 1974, so
the reserve ratio dipped, rising again in 1975 when the combined reserves
approached $1 billion.

Compared with the rest of the developing countries the petroleum-exporting
group enjoyed a high rate of economic growth all through the first half of the
1970s. Though appreciably higher, however, it followed a similar cycle,
accelerating from 6.7 per cent in 1971 to 8.9 per cent in 1973 and then - under the
influence of the reduction in demand for petroleum after the big price rise and the
developed market economy recession - decelerating to 4.8 per cent in 1975. Because

~ In the first half of the 1970s, petroleum products constituted almost
30 per cent of the exports of Panama, three fourths of those of the Democratic
Yemen and around 80 per cent of those of the Bahamas, the Netherlands Antilles and
Trinidad and Tobago.
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of the extraordinary price changes in this period, movements in the group's
income ~ that is, its gross product adjusted for change in the terms of trade 
were quite different: the first year of the decade saw a greater increase
(nearly 12 per cent) and there was a much steeper rise thereafter ~ from
8.4 per cent in 1972 to almost 74 per cent in 1974. And in 1975 the increase in
the combined national income of the petroleum exporters (about 2.4 per cent) was
actually less than that of the rest of the developing countries (see table III-I).

This upsurge in income showed up immediately in public revenue, most of which
is derived directly from the petroleum industry - by way of royalties or taxes on
incomes or profits or, increasingly, from sales of the national share of
petroleum output to the operating companies at so-called V1buy-back1i prices. 56/
Central government revenue increased considerably in 1973 in most countries but
the main upsurge crnne in 1974 when a doubling or trebling of receipts was common
and in the case of Saudi Arabia a gain of more than fourfOld. In Gabon the rise
was deferred till 1975 while in Ecuador and Indonesia, where the bulk of public
revenue continued to come from non-petroleum sources, the expansion was spread more
uniformly over the 1973-1975 period. Except in Gabon, the 1975 increases were
modest compared with those of the previous year and in a few countries ~ Algeria
and Venezuela, for example - government receipts were below the 1974 level (see
table 111-38).

The rapid expansion in national income was also reflected in a notable and
general increase in savings and savings rates. The ratio of savings to gross
national product, already high by comparison with most other developing countries,
rose fairly steadily throughout the first half of the decade. In 1974 it was
approaching 40 per cent in Algeria, Nigeria and Venezuela, 50 per cent in Gabon
and the Libyan Arab Republic and 70 per cent in Kuwait and Saudi Arabia. Even in
the countries in which petroleum plays a less dominant role, the expansion in
income made possible a notable, if less dramatic, rise in savings rates. In
Ecuador, for example, the ratio reached 21 per cent of gross national product in
1974, almost double the 1970 figure; in Tunisia it reached 23 per cent and, though
at a lower level, it also rose sharply in Indonesia. In half of the 20 developing
countries in which the savings rate showed a clearly rising trend in the 1970-1974

56/ Where they are applicable, these buy-back prices apply to the sales of
crude petroleum accruing to the host Government by virtue of its ownerShip of
eq1!ity shares in the operating company. Where the Government does not have its
own distribution organization, the operating company tends to be the purchaser
of this iJparticipation" petroleum, the cost of which has generally been
appreciably higher than the cost of its own product the great bulk of which
consists of taxes. Indonesia and Venezuela have maintained a single price; since
1973 Iran has based its price on the weighted average of "equity;/ and buy-back
petroleum in Saudi Arabia; at the beginning of 1975 Kuwait switched to a single
price (see table 111-37). In general ,the margin between the two prices has been
narrowing and as host Governments take over complete ownership of the operating
companies the difference will disappear. The movement away from tax payments
towards straight purchasing of crude petroleum has little financial significance
for the host countries but it has had major implications for companies with
headquarters in countries in which taxes paid to foreign Governments by
subsidiaries can be deducted from the tax liability of the parent.
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period, the upsurge in petroleum earnings was largely responsible 57/ (see
table III-20).

The increases in public revenue were paralleled by increases in expenditure.
Between 1972 and 1975 budgetary outlays more than trebled in Indonesia, Kuwait
and Venezuela and expanded fivefold in Iran, sixfold in Iraq and ninefold in
Saudi Arabia. Current spending tended to rise pari passu with captial spending,
most of the latter being devoted to the enlargement and improvement of the
military and civilian infrastructure.

Much of the increased income of the petroleum exporters was used for
strengthening the hold of the Governments concerned over the petroleum industry.
Between 1970 and 1975, for example, the 13 members of OPEC expanded their refinery
capacity from under 3 million barrels per day to over 4 million, with an additional
6 million under construction. When these new refineries come on stream towards
the end of the 1970s, the capacity of exporters in West Asia and Africa is expected
to exceed a fifth of the world total, compared with less than 7 per cent in 1975.

At the end of 1975 the tanker fleets of these countries amounted to rather
less than 5 million deadweight tons - less than 2 per cent of the world total 
with another 5 million dwt on order for delivery to Arab petroleum producers
in the second half of the decade. 58/

The declared objective of virtually all the petroleum exporters is to diversify
their economies. This inVOlves, inter alia, making better use of petroleum
resources themselves. Besides raising value added through expanding refinery
capacity, most of the countries in the group have launched rlans to intensify the
use of petroleum - and the natural gas often associated with it - either as fuel
for energy-intensive industries such as metal smelting or as feedstock for the
chemical industry, including both nitrogenous fertilizer and plastics. Some
$40 billion has been earmarked for over 70 petrochemical complexes under
negotiation with contractors at the end of 1975.

These investments have called for a major expansion in infrastructure. To
accommodate the enlarged tanker fleet, for example, new dock and handling
facilities are under construction. A400,OOO-dwt capacity dry dock is due to be
completed in Bahrain in 1977 and a second dock - capable of handling tankers up to
1 million dwt is being built in Dubai, while Iran is constructing a shipyard in
which vessels of up to 40,000 dwt can be built and vessels of up to 400,000 dwt
repaired. To support the refineries, liquefaction plants and petrochemical
complexes, new pipelines have been and are being laid from the oil fields. In
Iraq a pipeline linking the northern oil fields with the Gulf terminals was opened
in 1975 and work began on a 600-mile pipeline from Kirkuk to the Mediterranean,
through Turkey. In Iran over 700 miles of pipeline were being laid early in 1976

57/ This count includes Trinidad and Tobago whose major exports are the
products of petroleum, and Angola and the COngo where petroleum had not yet become
the leading export.

58/ In the light of the depressed state of the tanker market in the wake
of the petroleum price increase, the developed market economy recession and the
reopening of the Suez Canal, delivery of this tonnage seems likely to double the
OPEC share of world tanker capacity.
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in three separate projects. In Saudi Arabia 800 miles of pipeline are involved
in delivering crude petroleum from eastern fields to processing plant on the
Red Sea. In the aggregate, at the beginning of 1976, some 4,000 miles of pipeline
were being constructed in the Middle East.

The tremendous upsurge in activity in the petroleum-exporting countries since
1973 has imposed severe strains on existing infrastructure. All transportation
systems, for example - including, in particUlar, the ports and the routes to and
from them - have been heavily overloaded. Despite the introduction of mUltiple
shifts, rapid mechanization, the diversion of cargoes to less used facilities 
even in neighbouring countries - .and the development of overland transport routes,
port congestion has added greatly to delay, waste and cost. Weaknesses in the
existing administrative and managerial structure have also been exposed in both
the public and the private sectors and their effects aggravated by the speed and
intensity in the growth of decision-making requirements. At the root of this
difficulty lie not only the inadequacy of traditional procedures but also the grave
shortage of appropriately trained personnel.

To some extent the bottle-necks caused by shortages of skilled labour and
technical know-how are being overcome by means of immigrants and hired consultarts.
Local education and training programmes - which have been greatly expanded in
recent years - are also helping to narrow the gap between requirements and
availabilities. But the scale of the expansion has made it unlikely that dependence
on foreign participation will be greatly reduced in the immediate future. Iran
and Saudi Arabia alone expect to be deploying well over a million foreign workers
at the end. of the decade.

The influx of immigrants and consultants has in its turn added to .the strain
on other facilities, notably housing and consumer amenities. Though the
availability of foreign exchange has made it possible to expand the supply
of most consumer goods, inclUding food-stuffs, and thus overcome the potential
constraints of local agriculture and manufacturing, housing, communications and
various other non-traded goods and services have remained in seriously short
supply. And the bidding up of their prices has added to local inflation.

In the aggregate, as measured by the basket of goods and services in the
local consumer price indices, inflation in the petroleum-exporting countries
has not been noticeably greater than in the rest of the world: retail prices
rose by 5 per cent in 1972, 11 per cent in 1973 and 17 per cent in 1974. In
1975, however, when there was a perceptible moderation inmost countries and
the unit value of manufactured goods entering international trade rose ~y

12 per cent, 591 compared with 22 per cent the previous year, there was a further
acceleration - to 18 per cent in the petroleum countries. There were particularly
sharp increases in Gabon, Nigeria and Saudi Arabia, and acceleration at a lower
level in Iraq, the Libyan Arab RepUblic and Venezuela.

The rise in rents and labour costs and in many of the prices not incorpo~ated

in the consumer price index remained disturbingly high. In Iraq, for example, the

591 The average increase between 1914 and 1975 in the price of goods moving
from the developed market economies to members of OPEC has been estimated at
15 per cent. See The Chase Manhattan Bank, International Finance (New York),
26 January and 9 February 1976.
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wholesale price of building materials, which increased by 32 per cent between 1973
and 1974, rose by only slightly less than that (26 per cent) in 1975. In Nigeria
the effect of the massive expansion in public spending on infrastructure and defence
was aggravated by the award of large - 30 per cent to 100 per cent - retroactive
increases in the wages and salaries of public employees, This set in motion a
general upsurge in labour costs as well as a rise in personal incomes that ran far
ahead of the supply of most consumer goods, port congestion making it very difficult
to augment the output of local industry with an adequate stream of imports.

In Saudi Arabia labour costs doubled in the course of 1974 and construction
costs increased even more. Though non-agricultural rents were frozen in 1975,
housing availability and cost became an acute social problem despite the
establishment in 1974 of a Real Estate Development Fund, with an initial capital of
$70 million, to help finance the building of houses for private use. In Iran, on
the other hand. the wholesale price of building materials which was rising at the
rate of 26 per cent a year in 1974 and the first half of 1975, was halted and
reversed in the second half of the year by a combination of anti-inflationary
measures, increases in supply and a spreading out of some development expenditures.

Another factor making for the spreading out of new investment projects was the
emerging external balance. The countries capable of absorbing large and rapid
increases in imports - Algeria and Ecuador, for example, and, at a higher level,
Iran and Nigeria - experienced a sharp reduction in their trade surpluses in 1975.
Algeria, Iran and Iraq even found it expedient to enter the international market as
borrowers. With the decline in petroleum consumption and exports the surpluses of
the countries with relatively low absorption capacity also declined. The volume of
funds flowing on to external financial markets, after a substantial increase in the
second half of 1974, diminished significantly in 1975.

The main reduction was in the flow to the United Kingdom: this accounted for
37 per cent of the total flow in 1974, most of it going into foreign currency
deposits, but as a result of a reverse flow in the third quarter of 1975, it was
not much more than 10 per cent of the smaller total in the second half of the year.
The most notable increase was in the proportion of the total outflow going not into
the money market to be held in a fairly liquid form but into longer-term loans and
investments: this was only 18 per cent in the first half of 1974 and 28 per cent
in the second half and it rose to 43 per cent of the smaller amount deployed in the
first half of 1975 and over half the $14 billion moving out in the second half (see
table 111-39).



Ad,i ustment in.:t}l~_ p~:t!:-Q.:J,.el!!p-_-=illlPortin..Ecountries

Petroleum furnished over 60 per cent of the mechanical energy used by the
etroleum-importing developing countries in 1973 and its consumption had been
Qcreasing at 6.5 per cent a year. In about a third of these countries petroleum
as the sole source of commercial energy and in three fourths it accounted for
ver 80 per cent of primary energy consumption. In only a handful of countries
id petrolel~ provide less than half of commercial energy requirements - in
fghanisJ",an, Bangladesh and Pakistan where natural gas is important and in India,
outhern Rhodesia and Zambia where coal is important - and even in these countries
,s contribution was over a fifth of the energy consumed.

Petroleum and its products constituted a major import of many of the developing
luntries. In almost 60 per cent of the petroleum-importing countries, the amount
lent on petroleum in 1973 exceeded 5 per cent of total import value. In
'72-1973, India and Thailand devoted 10 per cent of their import expenditure to
~troleum, Brazil, Guyana, the Philippines and Uruguay about an eighth and Chad
lout a fifth. To such countries the trebling of petroleum costs between 1973 and
174 was an extremely disruptive event, aggravating domestic inflationary forces
r raising costs, partiCUlarly in transportation and in metallurgical and other
lergy-intensive industries, and upsetting an external balance that was already
:coming precarious as export prices levelled off and the unit value of
mufactured imports continued its rapid increase.

In varying degree, all countries reacted to the new price relationships by
~forts to conserve energy and to obtain and use alternative sources. Nowhere
:re changes easily made, however. Economic and technical factors stood in the
ty of all but marginal savings in petroleum consumption and it proved difficult
) increase production of substitute energy carriers alreadY in use and even more
Lfficult to discover and exploit new substitutes.

Compared with the developed market economies, the developing countries devote
~ry little of their commercial energy to space heating or personal automobile
riving - the two end-uses in which significant economies could be made.
~vertheless a number of developing countries took steps to discourage the purchase
and more particularly the importation - of energy-consuming consumer durables:
~ginning in 1974 duties and excise taxes were raised substantially on such
roducts as automobiles and electrical appliances and in some cases quantitative
nport controls were instituted.

In January 1974, for example, Jamaica adopted a series of so-called "survival
~asures", including import licensing for consumer durables, sharp cuts in the
lCchange allocated for motor vehicles (60 per cent) and petroleum (equivalent to
ITer a third in physical quantity) and steep increases in the sales taxes on
:>tor-cars, water heaters and air conditioners. This was followed up in 1975 by a
rogramme of voluntary conservation and a further cut (of a fourth) in the supply
r petrol. Early in 1974 the Republic of Korea enacted a number of emergency
easures for "the stabilization of the national life" which included increased
evies on motor-cars (customs duties up from 150 to 250 per cent and sales tax up
r two thirds) and on electrical goods (up 40 per cent) and gasoline (up
o per cent). Similar increases Here enacted in El Salvador and Kenya and many
ther countries in the course of the year,
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Whether to use the price wt:tl.jJvnl.u di scvUJ:-age consumption was as much a
problem in the developing countries as in the developed market economies. In
most cases the desire to moderate the rise in import expenditure took precedence
over the fear of adding to the already serious inflationary impact of the rise in
the cost of crude petroleum. Even before the end of 1973 India raised the duty
on kerosene by 30 per cent ann the excise tax on gasoline to the equivalent of
9: United States cents per gallon. Almost everywhere the price of fuels outran
the general price index, by a significant margin at the retail level and by even
more at the wholesale level. 60/ As a result, in most countries, tr&~sport costs
also rose to a much greater extent than prices in general.

As in the case of food-stuffs, however, many Governments found that the upsuri

in energy costs ran counter to social policies and attempts were made to shield
at least low-income consumers from the effects of the increase. In the
Dominican Republic, for example, the entire 1973-1974 increase was absorbed by th
budget, and petrol and electricity prices were held constant. Brazil and Zaire
held local energy prices down in the first quarter of 1974 to soften the initial
impact of the rise in the price of imported petroleum, but thereafter reduced the!
subsidies and let petrol and electricity prices rise. The Republic of Korea '
softened the impact of the increase in fuel prices on the cost of public transpor
by means of tax adjustments. Pakistan was among the countries that considered it
expedient to subsidize kerosene - a vital fuel in rural areas - and in 1974 the
price was held at about half its cost.

A nmnber of Governments followed the example of those developed market
economies that lowered highway speed limits with a view to reducing the use of
petrol per mile of travel. Brazil actually wrote such lower limits into its
second national development plan, approved in September 1974. In Chile a similar'
purpose ~nderlay a massive (more than twofold in real terms) increase in highway
tolls in 1974.

Parallel to these efforts to reduce energy consumption in ways that interferel
least with the operation of the productive economy, most petroleum importers
sought to increase the output of indigenous energy sources. Two of the most
successful countries in this respect were India and Mexico which expanded their
production of all three of the main fuels - coal and natural gas, as well as
petroleum - by substantial proportions in 1974 and again in 1975. Chile achieved
a sizable increase in coal production in both years but this was counterbalanced
by a continuation of the decline in petroleum production that set in earlier in
the decade. Further major increases in coal production were recorded in the
Republic of Korea and, on a smaller scale, in Morocco and Mozambique. Argentina
expanded its output of natural gas in 1974 and 1975 but this was offset by
contractions in petroleum production, while coal production - which is much less
important as a local energy source - recovered from a 1973 decline in 1974 but
dipped again in 1975 (see table III-40).

Brazil more than doubled its small output of natural gas over the two years,

60/ In Bangladesh and Pakistan, however, the increase in kerosene prices
between 1972 and 1974 was less thal the increase in the consumer price index and
in Nepal it was more or less the same. In Western Samoa gasoline prices averaged
only 35 per cent above the 1972 level though wholesale prices in general had
increased by 48 per cent.
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but signi -ricant gains in coal and pcl..r:vleurrl p1:od.1l<.;l;ion in 19'(4 "Tere nut; i::l\.A;;> La; nca
in 1975. The same pattern obtained in Pakistan - where natural gas is a more
important Source of domestic fuel - and also in Peru, where a reduction in
petroleum output in 1975 prevented the country from becoming a net exporter. Cuba
increased its small petroleum output in both 1974 and 1975, but in Afghanistan,
Israel and Southern Rhodesia gains in energy production in 1974 were not repeated
in 1975.

Information concerning hydroelectric output is lacking for 1975, but 1974
brought increases to many of the developing countries with pre-existing plants.
The gains were greatest, in absolute terms, in Chile and Zambia and, on a smaller
scale, Costa Rica and the Republic of Korea. Only four of the 20 countries for
which data are available registered lower hydro output in 1974 (Madagascar,
Mauritius, Southern Rhodesia and Uganda) though in several countries in which there
were increases 1974 output was below the level of earlier in the decade (Jamaica
and Surinam, for example, as well as Lebanon, Morocco, Bangladesh and
New Caledonia). The outturn for the year was clearly less a reflection of needs
and policies than of rainfall and river conditions, and the inauguration of new
facili ties.

In the aggregate, the petroleum-importing countries boosted their local
production of energy carriers in 1974 and 1975 by about 10 per cent and 11 per cent
respectively in the case of coal, by 5 per cent and 8 per cent in the case of
natural gas and by 10 per cent and 6 per cent in the case of crude petroleum. In
the first three years of the decade, the combined gross product of these
countries increased at an average rate of 5.5 per cent a year and their commer~ial

energy consumption at an average rate of 6.8 percent. In 1974 the over-all
growth rate receded to 4.9 per cent while, under the influence of the price rise
and the official effort to economize, energy consumption rose by little more than
4 per cent (see table 111-41). The consumption of petroleum products for energy,
which had been rising even faster in the first three years of the decade (about
8 per cent a year) increased by barely 2 per cent in 1974.

The increase in consumption was met almost entirely from domestic production.
Imports of crude petroleum, which had risen by an average of over 13 per cent a
year in the first three years of the decade, registered virtually no expansion in
1974. 61/ The cost of these imports, however, more or less doubled: of the
$46 billion increase in developing country imports between 1973 and 19'r4, about a
third was accounted for by the rise in the price of petroleum and its products.
Developing country petroleum imports from other developing countries rose from
$13 billion in 1973 to $26 billion in 1974. And in most of the petrolewm
importing countries the ratio of petroleum to total imports in 1974 was about
double the 1973 figure. .

Preliminary data suggest that there was a further $2 billion increase in the
petroleum bill of the importing countries in 1975: there was a small expansion in
volume, to support a 4 per cent growth in over-all production, and another 
though relatively modest - rise in price. As the developed market economy
recession resulted in a decline in export earnings, many of the countries that had

61/ The petroleum-importing group of developing countries was in approximate
over-all balance in respect of petroleum energy products: marginal net imports in
the 1970-1973 period changed to marginal net exports in 1974.
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reached the limits of their borrowing capability found it necessary to curtail
other imports. Where import controls had already reduced the range and volume of
consumer goods to minimal proportions, cuts had to be made in capital goods - to
the detriment of investment and economic development.

The fact that the great change in price relationships affected not only
domestic costs but also the sensitive external balance of so many countries,
ensured energy questions of the highest priority among the desiderata of economic
policy formulation. Thus, for the first time in most developing countries, energy
inputs and outputs began to be taken explicitly into account both in short-term
economic management and in longer-term economic planning. Technological and other
rigidities tended to rule out sudden and drastic changes in most cases: even the
SUbstitution of coal or other solid fuel for petroleum in the generation of power
one of the most common ways of saving imported energy in many of the industrial
countries - was difficult in developing countries lacking, as most do, both an
expandable coal mining sector and an adequate engineering underpinning. 62/

Perhaps the most significant type of action in the 1974-1975 period, therefore,
bears on the future supply of energy carriers. Almost everywhere plans were
laid to reduce the degree of import-dependence, and in some countries target dates
were set for the achievement of self-sufficiency. In small and resource-poor
countries development strategies were revised with a view to placing greater
emphasis on export-oriented activities so that the foreign exchange necessary to
acquire fuels from abroad might be better assured. In many countries new emphasis
has been laid on labour-intensive techniques and industries or sometimes,
negatively, on the avoidance of unduly energy-intensive technology. In this
respect there has been some mutual reinforcement of energy strategies and
employment strategies in the development planning context.

Among the most ambitious exploration programmes is that of Brazil whose
expenditures are planned to rise from the equivalent of $280 million in 1974 to
nearly $1 billion in 1979. Self-sufficiency is the main objective but in the
meantime Braspetro - the international subsidiary of the state petroleum company 
is assisting with exploration and development in net-exporting countries under
production-sharing arrangements.

I~pia has also set a self-sufficiency target. In 1974 its exploration budget
was trebled and surveys are under way on shore, in the Bay of Bengal and on the
west coast in the promising region of the so-called Bombay High. The work is
divided between the country I s own Oil and Natural Gas Commission and international
contracts.

In order to speed up the exploration process rrany countries have revised their
mining codes to make it possible to harness foreign expertise and facilities
without losing control over the natural resources concerned. Chile has thus been
able to invite foreign participation, as has Guatemala; under "association"
contracts which give operating rights in return for a prescribed share of the
output plus an option on the purchase of additional quantities • Bolivia has also
negotiated product-sharing contracts with foreign concerns at present operating in

62/ Thailand was one of the few developing countries that managed to convert
somelPower stations from oil to coal in the 1974-1976 period. India also managed
to s ubstit ute indigenous coal for imported oil in some end-uses.

-246-·



the country in return for an undertaking that they spend a mJ..nJ..mum of $50 million a
year on further exploration in the first three years of the contracts. Towards the
end of 1973 Zaire arranged with a foreign consortium an extensive (500,000-square
kilometre) petroleum survey in the central part of the country.

Exploration for natural gas has also been stepped up as has production from
deposits that/'are already known. Colombia, for example, is investing the
equivalent of $600 million - in a joint venture with a foreign company - to
quadruple its gas output. Pakistan is investing heavily both in new exploration
and iu improved transportation from existing fields for which the equivalent of
$100 million is being spent on pipelines. Thailand has intensified exploration in
the Gulf where the discovery of commercial quantities of natural gas in 1974 has
led to expectation of early production. Chile is planning a major increase in
production from present facilities for. sale to neighbouring countries.

Most of the countries with significant known deposits of coal have set in
motion programmes for expanding production. In Pakistan the plan of the Mineral
Development Corporation involves the early dOUbling of the 1974 output. Swaziland
intends trebling its 1974 output in the second half of the decade, largely' for
export. Colombia and the RepUblic of Korea also visualize the export of part of
the planned increment in their production. Even Mexico, which achieved self
SUfficiency in petroleum in 1975, is increasing its investment in coal mining
with the intention of using more coal in thermal power stations.

Hydroelectric investment has also been stepped up. Major projects have been
included in the 1975-1979 national development plans of Brazil, Liberia, Peru
and Sierra Leone as well as of Nepal where 90 per cent of the funds allocated to
the power sector will be spent on hydro facilities, 10 of which will involve
relatively small dams in remote areas. Colombia plans to invest the equivalent of
$300 million a year in hydro development over a period of eight years. In
Costa Rica two hydro plants (Rio Macho and Cachin) will add 60 megawatts of
capacity by mid-1977, permitting the replacement of thermal stations, and a third
plant (Arenal) due to start operation in 1979 will increase total capacity by
almost a third. A much larger expansion (aqout 80 per cent of 1975 capacity) is
under way in Kenya where the Gitaru Hydroelectric Project - half of whose
$120 million cost is being financed by the International Bank for Reconstruction
and Development - is to be completed in 1978.

Liberia is co-operating in the construction of two major hydro-projects, one
on the Cavalla River with the Ivory Coast ffild the other on the Mano River with
Sierra Leone. The Sudan is adding 60 megawatts to capacity by 1978, 70 per cent
of which will be hydro-electric, the rest standby diesel capacity to service peak
loads and compensate for diminished river flow in dry seasons. Over the 1976-1982
period Panama will build six hydro-plants with a combined capacity of 552 megawatts,
as well as an additional 75-megawatt thermal plant.

In Pakistan hydroelectric development is expected to add 2,500 megawatts to
installed capacity by 1981; in the meantime steps are being taken to reduce
transmission losses, partly by the interconnexion of existing generating facilities.
Similar interconnexion programmes, designed to optimize capacity utilization, are
under way in a number of other countries, including Guatemala and India, where a
Central Electric Authority has interstate power co-ordinating functions. Some
countries are expanding railway electrification schemes to substitute hydropower
for diesel fuel for traction.
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Non-conventional. sources of energy are also being developed. Nuclear plants
are under construction in Argentina, India, Pakistan, the Philippines and the
Republic of Korea as well as in Brazil where the equivalent of $70 million a year
has been allocated during the second half of the decade, to step up the search
for uranium and other fissionable minerals. Geothermal energy is being harnessed
in Guatemala, Panama and Peru as well as in El Salvador where 60 megaw"atts of
generating capacity will be in operation by the end of 1976 and in the Philippines
where 100 megawatts will be in place by 1980. Solar energy - a significant
potential asset in the tropics - is also being explored and promoted, particularly
in Chile, Israel and Peru as well as in Brazil whose second national development
plan ~akes provision for systematic research in this field.
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Table III-lo Developing countries: a/ changes in production
and trade, 1971-1975 -

(Percentage)

Item Average, b7
1971-1975-

Change from precedingyea.r

1971 1972 1973 1974 1975 c/

Gross dom~stic produc~/
Pet~oleum exporter~/.
Others • • • • • • • • • •

Agricultural productionf/••

Ma.nu~acturing productio~/ •

Gross domestic incom~/.
Petroleum exporter~/.
Others • • • • • • • • • •

Q,uantum o~ exportJi ••

Petroleum exporters!/.
Others • • • • • • • •

Q,uantum o~ imPorts!/ • • • •

Petroleum exporter~/.
Others • • • • • • • •

. i/Unit value o~ exports- •••

Petroleum exporter~/.
Others • • • • • • • •

Unit value o~ imports!/.

Petroleum exporters!/.
Others •. • • • • • • •

Terms o~ tradei,j/
. e/

Petroleum exporters- •
Others • • • • • • • • • •

Purchasing power of exportsi,k/

Petroleum exporterg!/.
Others • • • • • • • •

1/Exports, f.o.b.- ••••••

Petroleum exporter~/.
Others • • • • • • • •

Imports, c.i.f.!/••••

Petroleum exporter~/.
Others • • • • • • • • • •

International reserver/!!/ • •

Petroleum exporter~/.
Others • • • • • .. •. • • •

5.5
7.0
5.0
2.2
7.5
8.1

19.7
4.9
3.6
3.5
4.0

9.5
20.2
6.1

26.4
40.8
14.9
16.5
16.1
16.8
8.5

21.3
-1.6
11.9
24.6
2.3

27.6
44.7
19.5
27.6
39.6
23.9
36.2
60.2
17.2

5.4
6.7
5.1
0.8
6.6
5.5

11.6
4.2
6.9
9.1
5.5
7.5

12.6
5·9
5.8

20.7
-1.8
5.5
5.0
6.0
0.3

15.0
-6.8
7.2

25.4
-2.3
13.1
31.7
3.6

13.4
18.2
12·3
28.0
66.4
13.1

5.5
8.2
5.0
0.8
9.2
5.6
8.4
5.1
9.9
9·3

10.3
2.4
9.8
0.5
9.1
9.3
9.0
8.6
8.6
8.6
0.5
0.6
0.4

10.4
10.0
10.7
19.9
19.5
20.2
11.2
19.2
9.1

33.4
29.0
35.9

6.8

8.9
6.3
3.1

10.0
9.2

14.1
8.0

10.3
14.3
'7.4

12.9
15.6
12.1
35.5
36.8
35.0
22.8
22.8
22.8

9.9
11.4
9.9

21.'7
2'7.4
18.1

.49.4
56.3
45.0
38.6
41.9
3'7.'7
3'7.5
33.1
39·9

5.3
7.0
4.9
1.5
6.4

18.4
73.6
4.4
1.0

-1.0
2.6

18.2
28.8
14.8

99.7
184.1
36.0
38.9
3'7.0
40.0
43.8

10'7.4
-2.9
42.3

105.3
-0.4
97.'7

181.3
39.5
64.2
'76.4
60.7
81.2

221.5
8.8

4.2
4.8
4.0
5.0
5.0
2.6
2.4
2.7

-10
-13
-5

'7
37
-2

4
6
2

10
10
10

-5
-4
-7

-15
-16
-12
-6.0
-8.1
-3.0
18.1
50.3
'7.9

10.5
20.9
-5.5

(Source and foot-notes on following page)



(Source and foot-notes to table III-1)

Suu~~~: Centre for Development Planning, Projections and Policies of the
United NatioL."=, Secretariat, based on United Nations, Monthly Bulletin of Statisticf
and Yearbook of l'Ju+.iona1 Accounts Statistics; "Evolution of the Latin American
economy in 1975" (E/5525!Rev.l); "Survey of economic conditions in Africa, 1975,
Summaryli (E/5806); "Economic and social survey of Asia and the Pacific. 1975"
(E/CN .11/L.437); Food and Agriculture Organization of the United Nations" Monthly
Bulletin of Agricultural Economics and Statistics (Rome); and national sources.

a/ Latin America and Caribbean area, Africa (other than South Africa), Asia
(othe; than China, Democratic Republic of Korea, Democratic Republic of Viet-Nam,
Japan and Mongolia).

bl Annual average compound rate of change.

£/ Preliminary, based in Some cases on less than 12 months' data and, in some
of the developing countries, on indicators.

£! Measured at constant market prices.

~/ Algeria, Bahrain, Brunei, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait,
Libyan Arab Republic, Nigeria, Oman, Qatar, Saudi Arabia, ~rinidad and Tobago,
Venezuela and United Arab Emirates.

f/ Based on index of gross output and hence not coreparab1e with the nati~nal

accounts meaSure of production.

g/Based on index of value added of International Standard Industrial
Classification (ISIC) 3. The data are for the organized manufacturing sector and
exclude small-scale and handicraft production.

hi Gross domestic product adjusted for change in terms of trade.

il Based on data for trade valued in United States dollars. Estimates of
quantum and unit values of trade and of the associated changes in the terms of
trade are always subject to considerable uncertainty, but because of the
extraordinary changes in prices of most commodities in the 1971-1975 period, the
margin of possible error is exceptionally large.

J.I Unit value of exports divided by unit value of imports.

kl Quantum of exports multiplied by the changes in the terms of trade.

1/ Original data in terms of United States dollars.

~I Gold, SDR, convertible foreign exchange and reserve positions in the
International Monetary Fund, measured in United States dollars.
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TaDl.e 1.1.J.-~. JJeVe~op~~ c.ow.a."'Z;.LIQ:". CA,",'C'A,-.L.aa..!. CIIoDC\;'VO CLI...._ AJl..,....,-4........ ""' ......... , ~7 loL.

Gross International reserves bj
domestic Exports of goods Imports of goods Total Elcternal public

Inter- product and services and services Percentage Foreign exchange debt cl
vention (millions Millions Percentage Millions Percentage Millions of imports Millions Percentage of Millions Percentage
curr- of of of of of of of goods and of TOtiil of of

Country ency !:I dollars) do1la.rs GDP do1la.rs GDP do1la.rs services do1la.rs reserves GDP dollars GDP

Petroleum-exporting
countries ~. 77 727 25303 33 16 310 21 8422 52 6 718 80 9 37306 48

Algeria •• F 4869 916 19 1337 28 507 38 233 46 5 2 414 50
Ecuador •• $ 1586 275 17 454 29 65 14 41 63 3 404 26
Gabon ••• F 369 184 50 136 37 25 19 19 76 5 141 38
Indonesia ••• $ 13 962 1866 13 2 234. 16 187 8 185 99 1 4 !462 32
Iran · . $ 14 453 4349 30 2 797 19 621 22 478 77 3 5 001 35
Iraq · . . .$ 4166 1674 40 882 21 600 68 432 72 10 570 14
Kuwait · . $ 3 780 2 689 71 661 18 288 44 171 59 5
Libyan Arab

RepubliC . . $ 4 571 2 740 60 1 225 27 2 665 218 2 566 96 56
Nigeria • • • • £ 10069 2 010 20 1863 19 429 23 362 84 4 889 9
Saudi Arabia $ 6293 4423 70 1404 22 1444 103 1291 89 21
Trinidad and

Tobago . . £ 9'~J 641 69 746 81 69 9 54 78 6 113 12
Venezuela ••• $ 12 687 3 537 28 2 573 20 1 522 59 886 58 7 1312 10

I
I\)

Western hemisphere ~ I 160423 15 822 17941 4730 14VI 10 II 27 3302 70 2 22 129.....
I

Argentina •• .$ 28942 2.465 9 2 530 9 290 II 70 24 2 978 10
Barbados £ 185 106 57 148 80 19 13 15 80 8
Bolivia. $ 1106 197 18 229 21 54 24 37 69 3 623 56
BrazU · $ 54140 3292 6 4178 8 1746 42 1450 83 3 5863 II
Ql,ile •• .$ 10 569 1 141 II 1247 12 221 18 129 58 1 2 947 28
Colombia .$ 7658 954 1.3 1242 16 203 16 179 88 2 2 123 28
Costa Rica " . .$ 1077 294 27 405 38 30 7 27 91 3 21/.7 23
Dominican

Republic .$ 1. 667 292 18 410 25 56 1.4 53 94 3 279 17
El S8J.vador • $ 1082 266 25 288 27 65 23 44 68 4 139 13
Guatemala • . . . .$ 1 985 343 17 371 19 94 25 63 67 3 190 10
Guyana · . £ 282 165 58 154 55 26 17 24 91 8 194 69
Haiti •• .$ 452 61 14 77 17 11 14 7 62 1
Honduras . $ 758 211 28 218 29 22 10 19 85 3 1.54 20
Jamaica • £ 1. 436 521. 36 614 43 179 29 151 84 11 230 16
Mexico · . $ 36 192 2 995 8 3 263 9 952 29 550 58 2 4 252 12
Nicaragua. • • • .$ 898 218 24 236 26 59 25 54 92 6 224 25
Netherlands

Antilles ... 300 253 84 269 90 56 21 36 64 12
Panama · .$ 1 157 432 37 477 41 22 5 14 65 1 393 34
Paraguay .$ 670 90 13 107 16 21 20 II 52 2 159 24:
Peru · . . .$ 6 823 1 085 16 1 028 15 424 41. 350 83 5 1 349 20
SUrinam • 326 1.80 55 1.55 48
U~. $ 2 722 262 10 297 11 181 61 20 11 1 385 14



Table 111-2 (continued)

Gross International reserves bl
dOlllestic Exports o£ goods Imports o£ goods Total External public

Inter- product and services and services Percentage Foreign exchange debt c/
ven!tion (millions Millions Percentage Millions Percentage Millions o£ imports Millions Percentage of Millions Percentage
curr- of o£ of o£ o£ o£ o£ goods and of Total of of

Country ency ~ dollars) dollars GDP dollars GDP dollars services dollars reserves GDP dollars GDP

Africa # .. 43 558 9411 22 10990 25 1 991 22 1 497 75 4 10976 30

Angola · 1 762 447 25 402 23
Benin • • F 244 99 41 110 45 25 22 19 77 8 59 24
Burundi • . . .$ 261 23 9 28 11 18 63 16 89 6 10 4
Central African

Republic F 206 46 22 56 27 118 210 94 79 46
(}]ad F 287 44 15 73 26 11 15 11 100 4 46 16

Congo •• F 298 81 27 96 32 11 11 8 70 3 223 75
Egypt •• 7674 1 039 14 1437 19 149 10 49 33 i 2074 27
Ethiopia .$ 1885 188 10 223 12 68 30 52 77 3 310 17
Gambia £ 52 23 45 25 48 11 44 9 82 17 14 26
Ghana •• £ 2 431 431 18 521 21 48 9 38 79 2 622 26

Guinea · G 331 74 22 84 25
Ivory Coast • • F 160B 496 31 443 28 90 20 67 75 4 542 34

I Kenya • • £ 1 798 479 27 596 33 171 29 145 85 8 454 25
I\) Lesotho • • • R 76 4 5 43 56 ... ... 8 11
VI Liberia ••• .$ 430 247 57 162 38 173 40(\) ....
I Madagascar F 969 179 19 232 24 46 20 34 74 4 146 15

Malawi · . £ 404 86 21 128 32 32 25 27 83 7 186 46
Mali . . . F 301 58 19 65 22 2 3 1 33 325 loB
Mauritania F 216 98 45 76 35 8 10 6 77 3 90 42
Mauritius. £ 209 loB 52 106 51 52 49 44 84 21 48 23
Morocco •• F 3 708 787 21 847 23 174 21 148 85 4 1076 29
Mozambique 2 284 235 10 351 15
Niger •• F 369 58 16 85 23 34 40 28 83 8 100 27
Rwanda · . .$ 234 24 10 36 16 8 21 6 79 3 12 5
Senegal ••• F 793 150 19 243 31 29 12 23 78 3 176 22

Sierra Leone £ 433 125 29 130 30 38 29 30 77 7 95 22
Somalia ••• .$ 268 49 18 67 25 27 40 20 74 7 188 70
Southern Rhodesia • £ 1 733 495 29 531 31 ...
Sudan ••• $ 2 160 361 17 385 18 28 7 28 100 1 350 16
Swaziland. £ 140 89 64 74 53 38 27
Togo . . . F 286 74 26 93 32 41 44 35 85 12 55 19
Tunisia •• F 1 645 406 25 440 27 148 34 141 95 9 982 60
Uganda · . £ 1 451 276 19 336 23 190 13
United Republic

of Cameroon • • F 1 177 209 18 260 22 74 28 59 80 5 257 22
United Republic

o£ Tanzania. £ 1372 331 24 453 33 60 133 46 ';6 3 630 46
Upper Volta • F 341 21 6 65 19 43 66 37 86 11 38 11
zaire. .$ 2 065 772 37 953 46 146 15 43 30 2 649 31
Zambia · . . £ 1 650 701 43 736 45 284 39 236 83 14 812 49



Table III-2 (continued)

Gross IlIternationaJ. reserves bf
domestic Exports of goods Imports of goods Total Ex:ternaJ. public

Inter- product and services and services Percentage Foreign excharlge debt cf
vention (millions Millions Percentage Millions Percentage Millions of imports Millions Percentage of M1ll1ons Percentage
curr- of of of of of of of goods and of Total. of of

Country ency !I doll.a:rs) doll.a:rs GDP doll.a:rs GDP doll.a:rs services dollars reserves GDP dollars GDP

West Asia ?J • • • 10 616 2 231 21 5034 47 16 251 32 1139 70 11 3 760 42

Israel ••• $ 6287 1999 32 3402 54 731 22 676 92 1.1 331.1 53
Jorda.n. •••• $ 626 58 9 260 42 253 97 21.1 83 34 181 29
Lebanon . . . 1 753 782 45 815 50 541 62 195 36 11
Syrian Arab

Republic. 1 950 391 20 497 26 88 18 58 66 3 267 14

South-East Asia ?J •• 120076 16180 14 19363 16 5 98B 39 4873 81 5 22 484 21

A:f'gha.nistan $ 957 151 16 162 1'7 62 39 24 38 3 745 78
Bangladesh • £ 5 970 435 7 483 8
Burma. . . . $ 2 189 123 6 179 8 72 40 49 2 234 11
Democratic

Kampuchea $ 1166 19 2 97 8
Fiji • • • • $ 244 122 50 141 58 40 28 37 94 15 39 16

i
Hong Kong £ 3445 3 427 100 3610 105I\)

\J1 India . . . £ 57740 2383 4 2 909 5 1206 4 699 58 1 10574 18
w MaJ.qsia •• £ 4084 1 718 42 1672 41 818 49 665 81 16 779 19I

Pakistan ••• £ 11 224 824 7 993 9 189 19 1.15 61 1 4 650 41
Philippines $ 7765 1348 17 1400 18 382 27 309 81 4 957 12

Republic of Korea . $ 9115 1489 16 2 508 28 571 23 535 94 6 3000 33
Republic of South

Viet-Nam •• $ 4 732 397 8 732 16 269 31 212 19 5 71 2
Singapore £ 2 235 2 180 98 2666 119 1 452 54 1442 99 65 354 16
Sri Lanka £ 2294 373 16 391 17 50 13 50 100 2 544 24
Thailand • • $ 6 918 1192 17 1 415 21 877 62 736 84 11 538 8

~: Centre for Development Planning, Projections and Policies of the United Nations secretariat, based on United Nations. Yearbook of National
Accounts statistics; International Monetary Fund, Internatioual. Financial. statistics; International Bank for Reconstruction and Development, AnmI.al Report.

!I '!'he currency used by the national monetary authority concerned in trading designed to influence the exchange rate of the national currency.

E! Gold (valued at $38 per fine ounce), convertible foreign exchange, SIlR, and position in DIF at end of 1971.

sf Including undisbursed, at end of 1971.

~ Regional ratios are for the countries for which the relevant data are available.



Table 111-3. Developing countries' sterling assets, 1971-1973
(Millions of pounds)

Type of holding and
region

Exchange reserves

I
1971

II III IV

Balance at end of quarter
1972

I II III IV I
1973

II III IV

All developing
countries.

Western hemisphere!!
AfricaE.! •••••
West Asia2.1

7
•

South Asi~
East Asia!:!.

Other money market assets

1 737

83
362
411
159
722

1 791

91
360
443
139
758

1 732

87
301
450
150
744

1 635

98
305
315
133
784

1 641

107
276
338
135
785

1 550
116
222
288
182
742

1 561

99
243
310
211
698

1 708

93
262
404
189
760

1 865

91
312
524
207
731

1 849

99
356
479
203
712

1 607

94
255
517
178
563

1 763
114
3~0

611
151
567

All developing
countries.

. a/
westerg/hem1sPhere-
Africa- .••••
West Asia£!.
South Asi~
East Asia!:!.

All sterling assets

843
200
162
151

44
286

886

206
169
144

44
323

988 1 152

215 235
173 187
168 229

44 47
388 454

1 162

265
189
201

48
459

1 123

275
186
106

56
500

1 119
259
193
108

57
502

1 041

214
203
136

61
427

975
213
222
, 42

60
338

938
211
222
129

70
316

902

215
267
127

68
225

783
215
256
149

67
96

All developing
countries.

wester~pemisPhere!!
Africa!!.J
West ASi~a2.I••.•
South Asi d •••
East Asi e • • • •

2 580
283
524
562
203

1 008

2 677

297
529
587
183

1 081

2 720

302
474
618
194

1 132

2 787

333
492
544
180

1 238

2 803

372
465
539
183

1 244

2673

391
408
394
238

1 242

2 680

358
436
418
268

1 200

2 749

307
465
540
250

1 187

2 840

304
534
666
267

1 069

2 787 2 509

310 309
578 522
608 644
273 246

1 028 788

2 5146

329
576
760
218
663

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on
Bank of England, Quarterly Bulletin, June 1974, March and June 1975, March 1976 (London).

a/ Barbados, Guyana, Jamaica, Trinidad and Tobago, Caribbean dependencies and certain Latin American countries
Whose-sterling assets rose from £30 million at the beginning of 1971 to £112 million by the end of 1973.

E.! Gambia, Ghana, Kenya, Malawi, Nigeria, Sierra Leone, Uganda, United Republic of Tanzania and Zambia.

£! Democratic Yemen, Jordan, Kuwait, Persian Gulf States. The 1971 figures include about £150 million belonging
to Libyan Arab Republic, withdrawn at the end of that year.

£! Bangladesh, India, Pakistan and Sri Lanka.

~ Brunei, Hong Kong, Malaysia and Singapore.
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Table III-4~ Developing countries: ratio of international reserves to imports) 1951-1975

19751974197319721971

Ratio of end~year reserves al to the year's imports ~I

(percentage)
Average

Region

1951-1955 1956-1960 1961-1965 1966-1970
------------~::.=-=.:'-"'-':......:;;::.:::...:::...::..-=..::...:......:::.::~:.....::~~~~..;:::.:::....!-:.--_._-----~--- -~----~--

Developing countries . • 41.5 34.1 29·1 32.0 37.7 45.2 46.1

Petroleum-exporting
countries 50.1 41.8 66.9 72.4 67.9 123.7 99.6

38.0 25.8

47.5 25.9

24.9 17.6

I
I\)
V1
V1
I

Other developing
countries

Western hemisphere

Africa ...

Western Asia . .

South and East
Asia ....

40.3

31.7

42.2

16.6

51.4

29.9

26.6

30.5

26.3

33.3

26.2

22.7

20.1

28.8

25.3

22.2

48.5

30.5

30.3

28.4

20.8

32.3

37.6

43.5

22.9

53.5

35.1 31.9

44.5

24.7

22.6

19.5

12.4

44.7

25.0

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat,
based on International Monetary Fund, International Financial Statistics (Washington, D.C.).

~ Gold, SDR, foreign exchange and position in IMF.

E! Merchandise imports valued c.i.f.



Table III-5. Developing countries: distribution of outstanding external pUblic debt, by creditor. end-1971

Total Percentage of total owed to
Inter- external Inter- United United Other

Country vention public debt!! aational France Federal Japan Other ~ACb/ Centrally countries
currency (millions of organ- Republic Kingdom States countrJ.es- planned and

dollars) izations of Germany of America economies unallocated

Total, 82 developing
countries !y · . . . 77 552 19.0 5.4 8.0 5.5 8.5 21.5 8.1 9.9 8.0

Petroleum-exporting
countries 15 192 11.6 8.2 1.5 8.1 8.5 20.0 9.0 21.2 5.8

Other developing
countries · . . . 62 360 20.8 4.1 8.2 4.9 8.5 29.4 1.9 1.2 8.4

Major debtors:
Algeria · · F 2 414 0.6 30.8 6.8 8.4 7.4 3.6 10.8 27.8 3.9
Argentina $ 2 978 23.3 1.1 18.2 0.8 1.0 24.9 11.6 12.5
Brazil · $ 5 863 21.4 3.0 4.1 4.8 14.1 33.1 1.2 2.6 8.5
Chile · · $ 2 941 1.9 5.4 4.1 2.3 9.6 44.3 1.9 6.8 U.l
Colombia · · $ 2 123 42.0 3.1 3.1 0.4 1.4 41.8 4.1 0.3 1.9

Egypt $ 2 014 2.0 0.9 1.7 1.3 1.3 9.8 16.1 46.9 13.9
I India · · £ 10 574 22.1 2.5 9.3 6.2 11.0 33.8 1.6 5.8 1.7rv

Vl Indonesia $ 4 462 6.3 3.3 6.0 18.9 2.3 23.8 11.2 25.2 3.0
0\ Iran • $ 5 001 10.5 4.4 8.8 2.3 15.8 24.4 6.5 21.2 6.2I · ·Israel • · $ 3311 4.6 0.9 18.1 0.1 1.6 33.8 2.1 0.3 31.9

Malaysia £ 179 41.9 0.3 4.3 4.9 19.2 14.8 9.9 4.1
Mexico · $ 4 252 29.1 1.9 2.1 3.4 10.6 28.6 6.0 12.4
Morocco F 1 076 18.1 31.1 13.9 0.2 20.3 2.2 4.0 10.2
Nigeria. £ 889 39.0 0.2 9.8 3.4 23.0 11.1 13.0 0.6
Pakistan £ 4 650 20.7 2.5 9.6 6.5 7.5 33.8 9.6 8.4 1.4

Peru • · · $ 1 349 15.4 2.3 9.2 2.6 1.1 25.3 18.8 1.2 24.1
Philippines $ 957 27.7 0.1 4.1 9.8 1.2 47.3 6.9 3.0
Republic of Korea $ 3 000 12.9 4.4 6.9 23.6 6.7 37.0 4.9 3.1
Tunisia. · F 982 15.1 24.1 10.6 0.6 23.6 18.2 1.6 5.4
Venezuela $ 1 312 30.8 2.6 11.8 1.0 0.2 32.1 7.9 13.5
Zaire $ 649 10.0 6.3 9.6 4.0 2.8 33.7 33.2 0.5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on data furnished by the
International Bank for Reconstruction and Development (Washington, D.C.).

!I Including undisbursed.

'E/ Australia, Austria, Belgium, Canada, Denmark, Finland. Italy, Netherlands, New Zealand. Norway, Sweden find Switzerland.

c/ Including Cyprus, Malta and. Portugal 'WhOSe combined externe.l lluQlicdebt at the end of 1971 totalled $?ll million.



--- -... ---- -_ .. _--t--~ - .... ----- --_ .... ------ -- ~_··-~·~6, .L71.L-·7 ......

Source of funds Debt outstanding !I Net increase in outstanding Net disbur~ements of official and
debt al private loans bl inend-1971 1972 1973 1972 1973 1974

International organizations 14 759 3 100 3 957 1 540 1 76~ 1 978

France:
Tota.l • · · · · 4 159 254 982 588 1 236 1 694
Public · · · · · 1 723 13 234 86 299 388
Private · · · · · · 2 436 241 748 502 937 1 306

Germany. Federa.l Republic of:
Total • · · · · · 6 236 515 1 798 268 21 1 439
Public · · · · 3 919 496 1 288 413 611 642
Private • 2 317 19 510 -145 -590 797

Japan:
Total • · · · · · 4 263 1 117 2 027 1 669 3 580 1 806
Public · · · · 2 379 758 1 018 838 1 369 1 488
Private. · 1 884 359 1 009 831 2 211 318

I United Kingdom:
(\)
V1 Tota.l • · 6 606 763 888 565 215 1 115
-..;j Public 2 967 172 18 168 222 300I · · · · ·Private · · · · · · · · 3 639 591 810 397 53 815

United States of America:
Tota.l • · · · · 21 350 3 810 4 734 2 614 2 620 3 182
Public · · · · · · 16 554 2 301 2 000 1 332 1 376 1 638
Private • · · · · · 4 796 1 509 2 734 1 282 1 244 1 544

Other DAC countries:
Tota.l • 6 299 1 001 1 369 1 154 1 472 2 159
Public · · · · · · · 2 347 609 926 589 846 662
Private • · · · · · 3 952 392 443 565 626 1 491

Other market economies and
una.llocated • · · · · 6 166 1 161 1 586 401 536 3 000 £!
Of which developing

countries • · · · · · · · 2 198 501 731 394 529 2 990 £!
Centra.lly planned economies • 7 713 1 124 704 1 200 1 300 1 400

Tota.l • 77 552 12 851 18 042 10 000 12 803 17 773
Public · · · · 53 865 8 814 10 497
Private • · · · · · · · · · 23 686 4 037 7 563

(Source and foot-notes on following page)



(Source and foot-notes to table II1-6)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data furnished by the International Bank for
Reconstruction and Development, Organisation for Economic Co-operation and
Development, Development Co-operation, 1975 Review (Paris), and national sources.

a/ PUblicly guaranteed debt of 79 developing countries plus Cyprus, Malta ar
Portugal; including undisbursed debt.

b/ To all developing countries plus Cyprus, Greece, Malta, Spain, Turkey anc
Yug$slavia.

£! Estimated.
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Table III-7. Major developed market economies: changes in
exchange rates and export prices, 1970-1973

Percentage change from preceding year in

Country Dollars per unit of currency Exp~rt ~rice index Export price index in national
in ollars) currency

1971 1972 1973 1974 1975!/ 1971 1972 1973 1974 1975Y 1971 1972 1973 1974 1975~1

Australia • · · · · 1.3 5.1 19·3 1.3 -9.1 2.0 20.6 52.8 19·2 ..4.9 1.0 14.9 21.6 18.2 4.0

Belgium · · · · · 2.3 10.3 13.3 6.0 ..1.0 13.1 24.1 25·9 8.6 -3.0 2.1 9·1 25.9 2.9

Canada · · · · 3.3 2.0 ..1.0 2.3 -3·9 3.4 5.2 13.2 35·1 5.8 -0.3 3.2 14., 32.1 10.1

Denmark • 1.3 6.1 15.7 -0.9 6.1 4.0 11.5 29·3 18.0 15.8 3.0 4.9 12.0 19.0 9.0

France 0.3 9.2 13.6 -7.8 12.5 6.0 10.9 24.7 15.8 18.7 5·1 1.0 10.1 25.0 5.1

I
Germa.ny, Federal

I\} Republic of • 4.9 9.0 20.4 2.4 5.4 7 ·5 10.1 23.6 18.5 12·9 2·5 0.7 3.5 15.0 1.2
VI
\0 Italy • · 1.4 6.0 0.1 -10.6 6.3 9.5 16.8 27.3 12·9 5.4 ,.0 16.9 41.9 13.3r · · · · ·

Japan • · · · · 2.8 13.2 13.3 -6.9 -1.7 3.1 11.7 22.7 28.9 0.4 ..1.8 8.4 38.0 1.8

Netherlands • 3.6 8.8 15.4 3.5 6.4 5.0 10.5 22.4 33.8 10.5 2.0 1.0 6.8 28.2 4.3

Norway · · · 1.6 6.8 14.7 4.0 6.0 5.0 6.1 25·0 36.4 20.9 4.0 -0.1 9·7 31.0 14.2

Sweden · · · 1.5 7.2 9·3 ..1.7 7.0 6.0 11.3 20.3 25.4 25.2 5.0 3.8 10.1 27.5 17.4
Switzerland • 4.9 7.6 21.2 6.1 15.1 10.0 13.6 24.0 20.0 19.4 4.0 4.8 2.8 13.4 3.2
United Kingdom 2.0 2.4 ..1.9 -4.6 -5.0 7.1 7·9 11.1 22.4 16.3 5.6 5.2 13.2 28.3 22·9
United states of

America. · · · · 3.3 2.8 16.9 27.0 12·5 3.3 2.8 16.9 27.0 12.5

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on
International Monetary Fund, International FinanciaJ. Statistics (Washington, D.C.), April and May 1976.

!I Preliminary, based in the case of Sweden on less than 12 months' returns.



Table III-B. Selected developed market economies:
average annual change in exchange
rates and export prices, 1970-1974

(Percentage)

Average annual change in
Country~/

Italy ..•..

United Kingdom

United States of
P.Jlleri ca • • . .

France

Japan •

Germany, Federal
Republic of • .

Export prices in
national currency

16.8

13.1

12.5

11.3

Dollars per unit of
national currency

-1.4

-0.6

4.0

5.5

9.3

Export prices
in dollars

15.0

12.1

12.5

14.4

16.6

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics (Washington, D.C.).

a/ Selected on the basis of contributions to developing country imports of
manufactures; listed in ascending order of appreciation of national currency against
the dollar.

-260-



Table III-9. Developing countries: trade with major developed market economies
and status of currency. 1970-1975

Percentage of trade taking place with currenclf
Federal United Action c

Country. item Republic United States Status. '£! December Second Status. ~
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Petroleum-exporting
countries

Algeria:
Exports 1970 53.6 12.9 4.2 0.3 4.1 0.8 l- N S TB

1974 19.5 22.2 5.5 0.7 1.7 24.5 F F
Imports 1970 • 42.4 10.0 7.3 1.2 3.3 8.0

1974 34.5 12.8 8.6 4.1 3.4 8.4

Bahrain:
Exports 1970 0.1 0.3 0.4 14.2 2.1 4.8 N s

1974 • 0.7 1.0 38.9 4.9 6.9 $
Imports 1970 • 1.4 1.7 1.2 5.7 22.6 4.6

1974 • 1.8 4.6 3.3 14.5 14.4 17.8

Ecuador:
Exports 1970 1.6 8.4 3.0 16.1 0.2 38.4 C D D+ S $

I 1974 0.8 5.2 2.0 1.8 0.4 40.9 M $
I\)
0\ Imports 1970 1.6 11.1 3.1 9.3 4.2 43.4
I-' 1974 • 2.3 10.2 3.2 14.1 4.0 40.6I

Gabon:
Exports 1970 42.1 6.7 0.8 1.3 2.4 3.9 l- N N F F

1974 29.8 9.2 5.2 0.6 6.2 16.7 F.M
Imports 1970 56.6 8.9 2.4 0.8 3.4 11.2

1974 53.5 8.2 0.2 2.1 0.2 9.6

Indonesia:
Exports 1970 • . 0.6 4.7 0.8 39.0 1.2 12.4 I- D D

1974 0.3 2.1 0.3 53.1 0.3 20.5 $.M
Imports 1970 • 1.7 9.2 1.4 29.4 3.5 17.8

1974 1.9 8.4 1.2 30.4 4.0 16.0

Iran:
Exports 1970 3.3 8.4 4.1 37.9 6.2 2.5 D N S SB

1974 • 3.6 6.2 5.6 23.9 6.0 11.8 $ $
Imports 1970 4.3 20.8 5.2 11.8 10.3 20.0

1974 • 3.7 16.2 4.0 14.4 9.3 24.6

Iraq:
Exports 1970 15.3 3.7 28.5 3.5 1.9

1974 19.1 4.7 18.0 3.1 3.8 N s.$ $
Imports 1970 • 5.9 3.6 3.0 3.1 12.1 3.6

1974 • 6.8 15.0 3.4 15.7 5.3 10.4



Table III-9 (cOI1tinueel)

Percentage of trade takins place with curren1zW
Feeleral United ActiOl1

Country, item Republic United States Status, "!I December Second Status, !I
and year France of Germany Italy Japan Kingdom of America 1910 1911 Mid-1912 quarter 1913 end-1975

Kuwait:
Exports 1910 • 8.4 3.3 1l.2 14.6 18.8 1.3 c S

1914 • 9.8 3.1 5.0 22.2 13.-9 0.2 $ $
IlIIports 1970 • 14.B 8.4 14.8 15.3 11.9 13.3

1974 • 4.2 10.4 4.4 11.1 9.0 14.1

Lib,ran Arab Republic:
Exports 1910 • • 13.5 11.5 25.9 0.3 15.1 2.1

1974 •• 5.0 20.9 31.5 4.3 11.5 S,.
Imports 1910 • 6.3 9.1 21.6 5.6 9.4 13.8

·1914 •• 11.1 12.4 21.0 0.2 4.6 4.2

Nigeria:
Exports 1910 • • 8.5 6.1 14.5 4.3 28.3 0.8

1914 • ~ . . 8.1 10.2 3.3 4.1 1.9 33.3 D s•• n
Imports 1910 • • 3.3 13.0 4.8 6.3 30.7 14.5

1914 • 7.2 14.2 5.4 U:.7 21.4 11.7

Oman:
Exports 1970 • • 21.9 22.4 6.1 14.0 4.1

I 1914 • 11.6 0.6 1.2 30.6 6.3 2.0 G••
l\) llIIpOrta 1970 • 58.3 6.3 3.7 1.8 14.0
0\ 1974 • 4.3 9.6 4.6 10.9 24.5 9.0l\)
I

Qatar:
Exports 1970 • '. 14.0 2.6 15.9 32.2

1974 •• 11.4 4.0 9.0 1.0 16.8 3.8 S,. SB
Imports 1970 • 3.9 5.6 2.1 9.3 24.3 10.1

1974 •• 2.6 6.2 2.9 17.9 14.0 10.2

Saudi Arabia:
Exports 1910 • • 6.3 2.0 10.8 21.3 7.6 0.9 C N S f1

1974 • 10.4 7.0 10.4 18.0 9.5 6.3 $ $ SB
Illlports 1970 • 2.8 9.8 4.5 9.8 1.2 17.8

1914 • 3.2 1.7 3.6 18.2 1.6 22.5

Trinidad and TObago:
Exports 1970 • 0.3 0.3 0.5 0.6 9.6 50.8 fl fl tl

1914 0.6 0.3 0.5 1.0 2.2 67.2 £ £ £
Imports 1910 0.8 1.3 0.6 2.5 13.3 16.4

1974 0.4 0.8 0.2 1.7 5.5 10.9

Venezuela:
Exports 1910 • 1.6 1.8 1.3 0.8 4.8 37.9 X D- A

1974 • 1.3 2.3 1.0 0.4 3.0 48.9 $
llIIpOrts 1970 • • 3.0 8.9 4.9 7.9 5.1 48.5

1914 •• 3.7 8.6 5.5 10.4 3.1 46.2



Table III-9 (CODtiDued)

Percenty;e ot trade tuillllj place vith
CurreD~ "Federal United ActioDI

COUQt17, item Republic United States Status, ~ December SeCODd Status, y
and year France ot GeI'llllUl7 Italy Japan Kingdom ot America 1970 1971 Mid-1972 quarter 1973 eDd-1975

Westem hemisphere

Argentina:
Exports 1970 • • 3.9 5.9 15.3 6.2 6.9 9.0 C

197~ •• 2.6 5.1 13.2 5.1 5.1 8.8 III
Imports 1970 • 3.8 11.0 7.2 5.0 5.5 2~.9

197~ •• 3.8 11.7 5.5 13.5 3.~ 17.5

Bah_:
Exports 1970 • • 0.6 0.9 0.2 7.5 72.3 G

197~ • 0.2 0.1 O.~ 1.~ 90.5 t.
Imports 1970 • 1.2 1.0 7.1 0.9 13.6 5~.2

197~ •• 0.2 0.2 1.1 0.2 2.~ 12.3

Barbados:
Exports 1970 • 0.1 39.1 20.0 n n

I 197~ • 0.8 0.1 - 15.9 25.9 t t
I\) IlI(lOrts 1970 • 1.~ 2.~ 1.~ 3.1 30.1 20.10'\
w 197~ • 1.5 2.3 0.7 1.9 20.6 19.5
I

Bolivia:
Exports 1910 • • 0.1 2.7 0.1 9.5 38.0 32.6 C S

191~ •• 5.0 5.3 ·0.8 9.0 5.9 29.5 X $
!II(lOrts 1910 • • 1.~ 12.~ 1.~ 16.~ 5.0 31.1

191~ • 1.3 8.5 1.0 13.9 2.5 26.3

Bra&11:
Exports 1910 • ~.o 8.6 7.2 5.3 ~.7 2~.7

191~ •• ~.O 8.9 5.2 1.2 5.~ 21.6 X,M D $0>\ $.A
Imports 1970 • • 3.1 12.6 3.1 6.2 5.1 32.2 A

191~ • 2.6 12.~ 2.8 9.9 2.6 2~.5

Chile:
Exports 1910 • • 5.5 10.8 1.~ 12.0 12.3 14.1 X $ $

191~ • 3.5 13.6 6.5 16.~ 8.8 11.5 M.A A AI.
Imports 1910 • 3.4 12.4 2.1 3.0 6.2 36.9

197~ •• 2.1 7.5 1.1 3.2 ~.6 2~.0

ColO111bia:
Exports 1970 • 0.9 14.3 0.7 2.8 2.0 36.3 X D+ $ $

197~ • 2.2 13.3 3.1 2.7 2.2 42.8 M,A A A
Imports 1910 • • 2.1 8.5 2.5 6.3 4.0 41.8

1914 • ~.6 9.6 2.6 11.3 3.8 43.6

Costa Rica:
Exports 1970 • • 0.9 8.0 2.8 5.0 0.3 42.0 C

191~ • 0.1 12.1 3.2 1.9 0.2 31.2 $.11
Imports 1910 • • 1.3 8.~ 1.8 9.0 4.9 3~.8

1914 •• 1.5 6.3 1.2 10.3 2.1 ~.2



Table 111-9 (continued)

Percentage of trade taking place with currencizW
Federal United Action .

Country. item Republic United States Status. '£! December Second Status, gj
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Dominican Republic:
Exports 1970 • 0.4 0.8 0.6 2.6 0.4 84.0 C D D S $

1974 • 1.8 1.0 0.1 1.9 2.8 71.2 $ $
Imports 1970 • 0.9 6.6 3.5 9.6 3.3 47.1

1974 ..- 1.0 4.0 0.8 6.6 2.0 54.1

El Salvador:
Exports 1970 0.1 23.9 0.2 10.6 0.1 20.7 C D D $

1974 1.8 15.7 0.8 9.5 0.3 30.8 $
Imports 1970 0.9 7.9 1.8 10.4 3.0 29.7

1974 1.1 7.2 1.5 9.3 1.9 35.9

Guatemala:
Exports 1970 0.4 11.3 2.6 6.9 0.6 28.3 C D D

1974 0.8 10.7 2.0 4.4 1.3 29.6 $
. Imports 1970 • 1.5 9.6 1.7 10.3 3.7 35.3

1974 • 1.4 7.7 1.2 8.5 2.4 31.1

Guyana:
I Exports 1970 • 1.1 1.0 0.9 1.9 19.0 27.7
I\) 1974 1.9 3.5 1.0 3.0 22.9 28.5 D fl.t n,t
0\
.j::"" Imports 1970 1.0 3.6 0.7 4.1 31.0 23.9
I 1974 1.5 2.8 0.7 4.4 19.6 26.6

Haiti:
Exports 1970 7.0 1.6 6.0 3.1 0.6 60.0 C D D S

1974 6.7 1.4 3.0 0.5 0.3 77.3 $ $
Imports 1970 • 5.1 4.7 5.2 9.1 4.1 46.4

1974 4.2 3.3 1.4 5.3 2.3 62.4

Honduras:
Exports 1970 0.6 10.9 5.4 1.4 0.4 54.1 c D D

1974 0.8 11.0 2.1 3.4 0.3 49.6 $
Imports 1970 • 0.6 5.5 0.9 8.1 2.7 41.5

1974 1.0 4.0 1.2 6.8 2.2 44.9

J8IIlaica:
Exports 1970 • 0.1 0.5 0.4 15.5 52.8 c D s

1974 •• 0.1 1.3 0.1 1.2 19.5 45.6 1: $
Imports 1970 • 1.6 3.1 1.5 2.6 19.1 43.1

1974 • 1.4 2.7 0.7 3.6 14.6 41.9

Mexico:
Exports 1910 • 0.4 1.1 1.4 4.8 0.1 59.8 c D D

1914 •• 1.2 2.0 1.5 5.1 0.1 62.2 $
Imports 1970 • ... 4.2 7.5 1.6 3.5 2.9 63.6

1974 • 2.2 7.1 1.1 4.1 1.9 65.8



Table III-9 (continued)

Percentage of trade taking place with curren~ tV
Federal United Actionjl

Country, item Republic United States Status, W December Secon-:1. Status, y
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Nicaragua:
Exports 1970 • 0.2 11.6 1.3 13.7 0.9 33.1 C D D $ $

1974 • 0.9 11.2 4.4 8.7 0.2 18.1 $
Imports 1970 • 0.3 5.8 3.4 6.4 3.5 36.4

1974 1.5 6.8 1.5 7.5 2.8 32.3

Panama:
Exports 1970 0.1 15.4 0.3 0.3 0.4 63.6 C D D S $

1974 6.3 5.5 0.2 51.6 $ $
Imports 1970 0.8 3.1 1.2 6.6 2.5 40.1

1974 0.7 2.8 1.3 5.9 1.5 27.0

Paraguq:
Exports 1970 5.3 5.5 0.6 1.8 7.3 14.2 X D D

1974 4.2 13.1 1.5 1.1 8.7 11.4 M
Imports 1970 • 2.2 14.5 2.0 6.8 8.6 23.4

1914 1.7 9.4 0.9 3.6 6.6 10.0

I Peru:
I\) Exports 1970 1.8 15.0 2.4 13.5 2.5 33.2 C D D
0\ 1974 2.9 8.4 2.5 15.6 4.4 35.1 X,MV1
I Imports 1970 1.9 12.2 2.9 7.9 4.3 32.2

1974 2.6 10.6 2.0 11.3 2.9 36.9

U~:

Exports 1970 • 2.6 13.1 9.8 0.7 8.4 8.6 X D D+ $ $
1914 • 2.6 9.4 3.8 1.5 4.1 4.5 M,A A A

Imports 1970 • 1.9 10.9 2.5 1.5 6.9 12.9
1974 • 1.5 6.4 2.5 1.5 3.3 8.2

Africa

Benin:
Exports 1970 39.4 8.9 4.4 9.8 4.2 4.9 l- N

1974 36.6 8.5 10.1 5.6 1.5 7.1 F,M
Imports 1970 42.2 5.2 3.1 5.4 5.4

1974 30.6 7.6 1.7 4.3 6.0 6.7

Burundi:
Exports 1910 • 0.8 1.2 57.2

1914 7.8 13.1 6.0 0.8 3.9 28.6
Imports 1970 8.5 9.9 2.7 13.0 4.5 4.9

1974 11.1 9.5 3.5 5.2 5.1 2.5

Central African
Republic:
Exports 1910 46.5 3.8 2.8 4.0 1.6 0.2 l- N N F F

1974 41.7 0.7 6.8 2.1 1.8 15.1 F.M
Imports 1970 55.7 7.7 2.5 2.1 2.8 5.6

1974 • 54.0 11.4 3.5 2.1 1.7 2.0



Table III-9 (continued)

Percentage of trade taking place with currenc~v
Federal United Action c

Country. item Republic United States Status, pj December Second Status, y
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Chad:
Exports 1970 72.8 0.1 0.4 0.1 l- N N F F

1974 16.3 8.2 2.0 10.7 2.9 F,M
Imports 1970 • 38.9 3.3 3.4 0.9 2.2 3.9

1974 34.7 2.6 4.9 0.9 0.5 5.2

Congo:
Exports 1970 12.6 14.2 4.8 0.3 4.6 2.4 l- N F F

1974 27.6 5.8 12.5 1.7 3.1 0.9 F.M
Imports 1970 55.2 8.8 3.4 1.7 2.6 6.3

1974 38.9 5.5 5.1 1.2 1.3 3.4

Egypt:
Exports 1970 1.9 2.7 3.3 3.2 1.8 0.8 I- D N

1974 3.1 4.3 5.6 11.2 5.8 5.3 $.M
Imports 1970 7.4 7.8 6.6 1.5 3.9 5.8

1974 14.3 8.6 7.6 3.0 5.0 18.7

I Ethiopia:
I\) Exports 1970 2.2 7.3 6.2 5.4 1.9 48.6 $ N N S $0\
0'\ 1974 6.1 6.6 6.1 8.0 3.4 21.1 $
I Imports 1970 2.9 13.7 16.9 14.8 7.5 8.5

1974 4.1 12.1 15.5 13.9 7.8 5.7

Gambia:
Exports 1970 20.4 0.1 8.1 48.3 £ N fl £

1974 16.0 10.0 9.1 0.1 32.0 0.1 £.
Imports 1910 4.1 2.8 1.5 16.4 30.0 2.5

1974 5.3 4.0 2.6 4.2 24.8 2.6

Guinea:
Exports 1970 3.5 18.4 2.4 0.5 5.4 16.0 G N N G TB

1974 5.6 12.5 3.7 1.0 0.8 12.9
Imports 1970 37.4 8.0 14.4 0.7 6.0 13.3

1914 22.3 3.5 10.4 0.9 4.8 17.2

Ghana:
Exports 1970 0.5 9.8 3.2 6.5 23.4 18.0 G D+ N s

1914 0.7 8.4 2.2 8.3 17.7 13.5 £ $
Imports 1970 3.1 10.7 2.4 6.2 23.6 18.1

1914 4.0 13.4 1.9 5.5 14.5 9.5

Ivory Coast:
Exports 1910 32.7 9.6 8.6 1.7 3.4 18.7 l- N N F F

1974 28.4 13.1 U.8 1.4 3.6 8.1 F.M
Imports 1970 46.2 8.6 6.5 2.5 2.5 7.9

1974 45.1 7.7 4.6 3.9 1.9 6.1



Table 111-9 (continued)

Percentage of trade taking place with Currency M
Federal United Action cl

Country, item Republic United States Status, '!d December Second Status, y
and year France of Germany Italy Japan Kingdom of America 1910 1911 Mid-1912 quarter 1973 end-1915

Kenya:
Exports 1910 0.5 6.3 1.4 1.1 14.3 6.2 G D D S SB

1914 0.9 8.3 '2.1 2.5 8.1 3.1 £ $
Imports 1970 3.3 7.1 3.9 9.6 26.2 7.5

1914 3.5 9.8 3.4 11.0 11.5 5.1

Liberia:
Exports 1970 6.7 17.8 10.3 7.5 6.6 23.1

1974 7.5 29.3 11.8 5.9 2.5 17.2 D D
Imports 1970 2.5 14.5 2.5 8.2 1.4 31.0

1974 3.2 9.4 2.0 5.4 9.5 28.4

Madagascar:
Exports 1970 34.2 4.1 1.2 3.2 1.9 22.1 l- N N F F

1974 32.9 5.9 2.1 6.6 3.0 22.3 F,M
Imports 1910 54.1 9.1 5.9 2.7 1.8 5.7

1914 40.8 8.6 2.1 7.7 1.8 6.5
I
I\)

Malawi:0\
~ Exports 1910 1.2 2.5 39.6 2.4 i"l £ SB
I 1974 1.6 1.4 0.8 30.5 8.1 £ £ $

Imports 1970 3.8 5.3 26.6 5.2
1974 0.8 4.6 0.8 5.5 23.2 3.1

Mali:
Exports 1970 11.1 1.3 2.8 3.9 2.6 l- N F F

1914 25.4 3.7 1.9 0.8 8.3 F,M
Imports 1910 38.4 2.8 1.8 1.4 1.7 3.1

1914 35.8 1.4 1.5 0.3 2.8 13.4

Mauritania:
Exports 1910 19.4 11.5 14.4 16.3 0.7 l- N N F TB

1914 16.0 12.3 8.3 16.0 12.9 F,M
Imports 1910 33.9 3.0 0.1 6.1 13.4

1914 30.2 5.5 1.1 4.0 6.1 6.2

Mauritius:
Exports 1910 0.3 64.1 5.3 l- N fl

1974 2.5 1.0 0.1 0.4 35.3 7.9 £ £
Imports 1910 7.3 5.1 1.1 5.4 21.8 6.0

1914 7.6 6.3 1.2 5.7 14.4 5.0

Morocco:
Exports 1970 37.0 9.3 6.7 1.8 5.6 1.6 F N F 1'1 TB

1974 23.3 1.5 7.8 2.4 6.1 1.2
Imports 1970 • 31.0 8.8 5.4 2.0 4.6 11.3

1914 • 28.4 10.0 4.4 1.4 2.8 9.9



Table III-9 (continued)

Percentage of trade taking place with currenc~ !I
Federal United Action if

Country, item Republic United States Status, E.! December Second Status, ~
and year France of _Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Niger:
Exports 1970 ~6.7 0.5 1~.9 0.2 O.~ 0.3 l- N Ii' i!'

197~ 36.3 8.3 4.5 3.6 F,M
Imports 1970 45.8 7.8 1.~ 2.3 5.3

1974 31.3 6.3 0.8 5.6 5.1 21.1

Rwanda:
Exports 1970 2.0 0.4 $ G G S

1974 3.0 4.6 1.0 0.5 3.2 50.5 $
Imports 1970 3.8 8.7 1.7 13.5 5.2 8.3

197~ 6.1 ~.6 5.7 5.6 1.5 3.0

Senegal:
Exports 1970 54.6 2.2 2.5 1.4 2.2 0.4 l- N Ii F Ii'

1974 41.5 1.3 1.5 1.6 4.5 0.7 F,M
Imports 1970 51.9 6.5 3.3 1.4 4.8

197~ 30.8 4.9 2.6 0.3 1.3 5.0

I Sierra Leone:
f\) Exports 1970 0.1 3.2 3.9 71.3 4.2 fl
CT\
ex> 1974 • 0.5 4.0 4.7 61.3 5.6 £
I Imports 1970 3.8 6.9 1.5 9.1 28.8 8.5

1974 8.5 10.9 3.2 15.6 34.5 14.7

Somalia:
Exports 1970 0.4 25.7 0.3 0.7 $ D- S

1974 0.2 0.9 15.3 2.2 5.1 $
Imports 1970 9.1 29.5 7.4 6.2 7.9

1974 1.1 2.3 23.9 12.7 3.3 1.1

Sudan:
Exports 1970 • • 2.3 10.2 10.3 8.1 5.9 3.6 D D

1974 11.4 8.3 8.8 5.2 3.8 5.8
Imports 1970 2.2 7.8 2.0 5.9 20.1 3.1

1974 3.4 9.2 6.8 9.6 15.4 11.7

Togo:
Exports 1970 28.0 19.9 4.0 2.6 2.4 0.2 l- F F

1974 • 45.8 10.0 4.0 2.8 0.6 2.8 F,M
Imports 1970 28.4 7.8 3.6 5.7 13.0 5.5

1974 33.3 11.7 4.1 3.4 7.3 5.2

Tunisia:
Exports 1970 24.3 9.7 20.6 ·1.7 2.6 1.0 F S

1974 21.7 5.1 24.9 0.1 1.2 5.2 $
Imports 1970 • 34.6 8.5 7.2 0.2 2.8 16.9

1974 •• 30.9 8.0 10.9 0.5 3.6 8.1



Table III-9 (continued)

Percentage or trade taking place with Currency AI
Federal United Action c/

Country, item Republic United States Status, 'gj December Second Status, ~/
and year France of Germany Ita4r Japan Kingdan or America 1970 1971 Mid-1972 quarter 1973 end-1975

Uganda:
Exports 1970 0.1 4.0 1.0 9.4 18.0 18.2 G D D S SB

1974 2.5 5.2 4.1 9.2 17.5 23.4 £ $
Imports 1970 2.6 6.4 3.7 8.1 22.7 4.2

1974 • 2.1 8.5 5.2 5.6 16.7 2.8

United Republic
or Cameroon:
Exports 1970 31.3 12.0 2.1 2.8 1.9 9.5 l- F F

1974 29.1 12.8 5.3 2.8 1.2 5.1 F,M
Imports 1970 50.7 7.9 5.0 2.4 3.7 7.7

1974 45.0 8.4 4.6 2.6 3.4 4.7

United Republic
or Tanzania:

I Exports 1970 1.1 4.3 2.5 5.2 20.1 8.8 G D D S SBI\)
0'\ 1974 0.7 5.2 2.0 3.1 13.5 6.8 £: $
\0 Imports 1970 2.8 8.0 4.8 6.3 18.1 7.4I 1974 2.6 8.3 2.3 8.6 10.4 6.8

Upper Volta:
Exports 1970 • U.9 1.3 8.7 14.9 3.0 l- N F F

1974 46.4 6.5 8.3 4.1 2.1 F,M
Imports 1970 44.7 6.0 2.1 1.4 0.6 4.5

1974 50.6 6.6 1.1 1.2 1.0 10.4

Zaire:
Exports 1970 7.0 2.6 11.5 0.1 7.3 1.7 $ D D S

1974 • 7.1 6.4 13.6 6.4 5.0 4.4 $
Imports 1970 8.1 10.4 5.4 6.7 7.3 10.7

1974 10.4 14.1 7.4 6.5 4.7 14.2

Zambia:
Exports 1970 • 8.2 U.8 10.9 23.3 22.4 0.2 G D S

1974 u.6 13.6 14.2 25.3 13.9 0.8 £: $
Imports 1970 2.4 4.8 3.3 6.4 23.6 9.7

1974 1.9 8.7 6.2 13.3 18.3 8.3

Asia

Afghanistan:
Exports 1970 1.1 13.7 0.5 0.2 13.1 3.7 X D D $ fl

1974 1.8 n.o 1.7 1.3 16.8 3.6 M M
Imports 1970 1.6 7.5 0.8 19.7 3.7 9.3

1974 2.1 6.4 1.2 37.4 4.4 5.9



Table 1II-9 (ccmt.iIlue4)

PeJ'CeIl~ye of trade ~altiy place with
UDIte4

Cunen~1I
Federal AetiOil

Couatry, it_ ltepublic United States Status, ."y December Sec0ll4 StatUs, !I
a47ear Frace of GeJ'IIIaDY Ital7 Japan KiIl(PCloa of Allerica 1910 1911 Mi4-1912 quarter 1913 end-lnS

BClgla4esh:
Exports 1910 • • tl

1911t • 5.2 3.9 5.2 S.O 12.0 21t.S £
Imports 1970 • •

1911t •• . ],.9 8.1 0.1 9.2 3.3 29.2

BunI&:
Exports 1970 • • 0.6 1t.6 0.9 1.6 1.9 0.3 S SB

1911t •• 1.1 3.5 1.2 12.1t 3.9 1.3 $
Imports 1910 • 2.1 1.1 0.5 26.2 9.5 5.9

191. • 1t.5 5.6 O.S 23.1t 3.8 2.0

DeIocratic ~uchea:

Exports 1910 • 9.3 1.9 1.1 5.9 2.5 0.1 /. $ $
191••• 1.2 1.1 1.1 11.1 3.0 8.6 $,M A A

llIpOrts 1910 • • 23.8 1.1t 2.0 26.1 1t.2 5.6 A
191••• . 2.5 0.3 0.1 1.1t 0.8 12.3

DeIIoc~ic Yemn:
I Exports 1910 • 0.6 0.1 1~6 llt.1t 21t.6 1.1 G
~
-4 1911t. 0.5 0.2 5.2 6.8 2.1 $
0 llIpOrts 1910 • • 1.2 2.1 1.3 10.5 5.5 1.1I

191" • • 1.9 3.5 1.6 6.6 6.3 S.6

Fiji:
Exports 1910 • • 0.1 0.1 1t.2 31." 15.1

191" • 0.6 . 1.9 ItS.3
llIpOrts 1970 • • 0.8 1.2 0.1t lS.1 11.3 It."

19116 •• 0.1 0.9 0.2 18.2 10.2

Iatia:
Exports 1910 • • 1.2 2.2 0.8 13.9 U.6 13.S tl

19116 •• 2.8 3.5 2.2 13.1 10.9 13.9 £
bIports 1910 • • • • 1.1 6.S 1.8 1t.6 6.1 29.3

19116 • • 2.1 6.1 1.1 9.8 S.S 11t.9

Israel:
Exports 1910 • • 1t.9 8.5 1.9 16.1 10.5 19.1 •- 1914 •• 5.0 1.5 3.6 3.6 8.1 16.8 A
bIports 1910 • • 2.9 8.3 3.1 3.0 10.1 15.5

19116 • 2.9 12.2 ".3 2•• 10.0 1".0

Jorclala:
Exports 1910 • 0.1 B S SD

1911t •• 0.1 - 1.6 $
IIIJlOrts 1910 • 2.5 9.1 3.1t 5.9 13.1t 11.3

19116 •• 2.16 9.3 3.8 It.l 1.1 11.3



Table 1II-9 (continued)

Percenty:eof trede taking place with curren~aI
Federal United Action

CO\U1try, item Republic United States, Status, ~ December Second Status, y
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1913 end-1975

Lao People's
Democratic Republic:
Exports 1970 • 2.5 0.2 3.4

1974 • · 75.4 0.1 1.9 1.1
Imports 1970 • · . . 7.9 2.1 0.7 14.2 2.4 24.1

1974 • · 6.6 3.2 0.9 12.3 2.5 24.1

Lebanon:
Exports 1970 • · 2.1 1.6 2.1 0.2 2.4 4.0 X tl fl 1'1 n

1974 • · 14.7 2.3 4.2 0.3 6.8 3.3
Imports 1970 • 8.4 10.6 8.1 4.7 1.4 12.1

1914 • · 10.0 9.5 10.4 4.3 6.5 13.1

Mal8¥sia:
Exports 1910 • 2.2 3.,1 3.3 18.3 6.6 13.0 C tl TB

I 1914 • · 2.0 3.9 2.3 16.9 6.6 14.1 $,1: $
I\) Imports 1910 • · 1.4 4.9 1.1 11.5 13.5 8.6
-:J 1914 • 1.8 6.2 1.4 22.0 9.3 9.6I-' ·I

Kepal:
Exports 1910 • 2.9 0.5 4.8 5.3 9.1 $ D N S $

1914 •• 0.3 2.5 1.1 3.4 9.9 I $,1 I
Imports 1910 • • 0.2 1.9 10.0 8.3 2.1

1914 • · 2.1 4.2 18.6 4.8 2.9

Pakista:
Exports 1910 • · 2.0 3.6 2.9 5.9 10.4 11.8 D s

1914 • · 2.4 4.4 3.5 5.1 5.9 4.6 $
Imports 1910 • · 1.6 10.5 3.9 10.9 10.9 28.4

1914 • 2.0 8.4 2.8 9.8 6.6 23.1

Philippines:
Exports 1910 • 0.4 2.4 0.3 40.1 0.9 41.6 X D D n n

1914 • 0.1 2.6 0.3 34.9 2.1 42.4 M,A
Imports 1910 • 1.6 5.4 1.3 30.6 3.9 29.4

1914 • · 1.4 3.9 0.6 26.8 4.0 24.1

Republic at Korea:
1.6 47.3 I-Exports 1910 • 0.2 3.3 0.9 28.1 D

1914. 0.6 5.4 0.6 30.9 2.4 33.5 $
Imports 1910 • · 2.6 3.4 1.0 40.8 1.1 29.5

1914 • · . . 0.5 2.1 0.4 38.2 1.3 24.8

Republic at South
Viet-N8III:
Exports 1910 • 52.3 6.8 2.9 10.5 10.5 2.0 l- n $ $

19111 • 1.5 1.5 1.2 19.1 0.5 6.6 $,M A A
Imports 1970 • 7.1 1.8 1.3 11.8 1.2 51.8 A

191/a • 2.0 0.8 0.6 8.7 0.3 56.0



Table 111-9 (continued)

Percentage of trade taking place with Currency j/
Federal United Action sJ

Country, item Republic United States Status, E! December Second Status, !y
and year France of Germany Italy Japan Kingdom of America 1970 1971 Mid-1972 quarter 1973 end-1975

Singapore:
Exports 1970 • 2.0 2.9 1.5 7.6 6.8 11.1 C N :fl TB

1974 1.8 2.8 1.2 11.6 3.9 14.2 $,£ $
Imports 1970 1.2 3.4 1.2 19.4 7.6 10.8

1974 1.1 3.3 1.1 17.8 4.7 13.2

Sri Lanka:
Exports 1970 • . 0.9 4.1 2.0 3.3 22.8 7.2 £ D :fl

1974 2.1 6.3 3.2 5.0 11.4 8.2 M fl,£ £
Imports 1970 • 2.7 6.0 1.2 8.4 14.3 5.7

1974 • 8.7 5.1 1.4 9.8 4.2 3.9

Syrian Arab
RepUblic:
Exports 1970 5.1 2.2 21.5 1.0 0.4 0.4 X D D

I 1974 4.2 10.6 4.8 0.2 6.2 0.3 MI\)
-;J Imports 1910 • 4.1 6.8 6.5 5.8 3.9 3.4
I\)
I 1914 • 9.8 13.0 8.6 4.3 3.4 2.8

Thailand:
Exports 1910 1.0 3.6 2.0 25.5 2.1 13.5 D D s

1974 1.2 2.8 1.4 25.6 1.5 7.6 $
Imports 1970 1.4 8.5 1.8 37.4 1.5 14.9

1914 2.5 1.1 1.7 31.4 4.4 12.6

Yemen:
Exports 1970 • 0.5 0.1 11.8 :fl $

1914 3.9 2.0 7.0 15.1 2.9 4.4 A
Imports 1970 • 11.9 1.1 3.3 5.7 8.5 0.1

1914 4.4 7.0 2.3 17.9 6.9 4.3

(Source and foot-notes on following page)



1-:
M:

X:

!:! N:

D:

D-:

D+:

fl:

S:

A:

d/ SB:

(Source and foot-notes for table 111-9)

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat ~ based on International Monetary Fund/International
Bank for Reconstruction and Development, Direction of Trade Annual Report,
1970-1974; "Developing countries faced with new policy questions with rates
float ingil , International Monetary Fund, Survey. 2 February 1976; Annual Report,
~972 and 1973; Annual Report on Exchange Restrictions, 1973 and 1974
\Washington, D. C. ); and national sources.

adjusted pegging rate.

basket of currencies weighted as in SDR

TB: basket of currencies weighted in accordance with the trade pattern
of the country· concerned.
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Table III-I0. Developing countries: proportion of exports to and imports from
six major trading partners, 1970-1974

Share of Proportion of developing country exports to Share of Proportion of developing countries imports
industrial industrial countries going to industrial from industrial countries coming from
countries ~ countries ~

Country group in total France Federal Italy Japan United United in total France Federal Italy Japan United United
exports of Republic Kingdom States imports of Republic Kingdom States
developing of of developing of of
countries Germany America countries Germany America

Total developing
countries

1970 . . • 68.3 9.0 9.1 8.5 16.1 12.4 27.1 69.4 9.1 10.9 4.7 18.2 11.5 32.6
1971 69.1 8.8 9.7 8.4 16.3 12.1 27.6 69.3 9.0 11.0 4.8 19.8 12.4 30.3
1972 69.3 9.1 9.9 7.8 16.6 10.9 28.3 68.5 9.2 11.2 5.4 19.9 11.6 29.5
1973 • . 69.7 8.5 9.9 8.1 19.4 10.5 26.7 67.2 9.4 11.9 4.8 20.1 10.0 30.7
1974 • 69.8 8.9 10.0 8.7 20.0 9.4 27.9 65.5 8.6 12.4 5.2 20.4 8.2 31.8

I
PetroleUlll-

1\) exporting.... countries+:-
I

1970 73.1 12.8 8.8 12.5 17.6 13.5 15.2 75.1 11.8 13.6 6.8 12.1 14.1 27.9
1971 • 75.5 11.9 10.5 12.0 ·18.1 13.6 14.8 76.3 10..7 13.0 1.0 14.1 15.. 5 26.1
1972 75.2 12.0 10.2 10.6 20.1 11.6 15.5 15.1 9.1 13.1 1.8 16.3 14.3 25.5
1973 • 75.6 11.4 10.4 11.3 21.2 11.2 16.7 13.8 10.6 14.6 7.3 11.1 12.6 23.7
1974 . .... 74.0 10.2 10.4 10.8 22.5 9.9 20.1 14.1 10.1 14.1 8.1 18.3 10.2 25.4

other developing
countries

1970 • • • 65.8 6.8 9.3 6.1 15.2 11.8 34.2 68.0 8.4 10.1 4.2 19.1 10.8 33.9
1971 • • 65.0 6.4 9.1 5.6 15.0 10.9 37.3 67.4 8.5 10.3 4.2 21.3 11.4 31.4
1972 65.6 6.9 9.7 5.7 14.2 10.4 37.5 66.3 9.1 10.6 4.5 21.1 10.7 30.8
1973 • ... . 65.8 6.3 9.6 6.4 18.0 9.9 34.2 65.3 9.0 10.9 3.9 20.9 9.2 33.1
1974 • • • 64.8 7.1 9.4 5.8 16.4 8.7 37.8 62.3 7.9 11.5 4.1 21.2 7.5 34.4

Source: Centre for Development Planning, Projections and Policies of the United Natioos Secretariat, baed on International Monetary
Fund/Iiiteri1ational Bank tor Reconstruction and Development, Direction ot Trade (Washington, D. C.) •

~ North America, Western Europe and Jap8D.



Table III-li. Developing regions: distribution of trade with major partner countries, 1970-1914

Share of Proportion of developing country exports to Share of Proportion of deVeloping country illlports
industrial industrial countries going to industrial from industrial countries coming from
countries y countries a/

Region in total France Federal Italy Japan United United in total - France Federal Italy Japan United United
exports of Republic Kingdom States illlpOrts of Republic Kingdom States
developing of of developing of of
countries Germany .America countries Ge:t"lll!l.nY America

Western hemisphere

1910 14.0 3.8 10.8 7.3 8.3 8.3 42.8 14.3 5.6 li.4 3.9 T.l 8.1 49.9
1971 12.6 3.1 10.7 7.0 8.3 8.2 45.4 71.8 5.5 12.4 3.8 8.1 8.7 46.2
1972 72.6 4.4 li.5 6.6 7.7 7.4 46.1 71.7 5.9 13.0 4.3 8.7 8.2 44.6
1973 • 69.4 4.2 11.1 7.0 9.0 7.3 44.2 70.1 5..9 12.3 3.1 9.. 3 6.4 47.7
1974 • 70.2 3.9 9.2 6.2 8.6 6..2 53.0 66.5 4.8 12.4 3.1 1l.3 4.8 49.0

Africa

1970 611.3 19.0 11.1 9.8 9.8 17.5 12.0 65.6 27.3 12.3 1.2 7.0 16.5 13.8
I 1971 62.4 20.0 11.0 9.4 9.9 15.4 13.9 65.8 26.3 11.3 7.6 8.0 16.9 13.9
f\)

1972 63.8 20.6 10.8 11.2 9.2 16.0 12.1 65.7 30.0 11.6 7.9 7.6 15.1 12.1--:l
Vl 1973 67.9 18.7 11.0 10.8 9.8 14.4 13.1 67..6 30.4 12.8 6.8 7.1 12.6 14.4
I

1974 . . 66.5 20 .I~ 12.1 11.9 9.8 12.1 12.5 66.7 25.9 14.2 7.8 7.3 10.9 14.0

West Asia

1970 • . . . 53.2 7.1 10.3 9.1 9.6 17.3 22.1 54.9 7 2 14.9 8.2 7.6 11.0 22.8
1911 • 53.7 6.8 12.3 10.2 7.7 14.3 23.8 52.5 8.0 15.5 7.9 6.1 16.3 25,2
1972 51.7 7.1 li.8 6.6 8.8 14.0 25.8 61.9 8.1 14.8 li.l 5.8 18.6 20.6
1973 53.0 6.9 12.4 6.8 7.8 13.5 23.0 56.7 8.6 19.8 8.7 4.7 16.9 20.3
1974 49.3 13.2 12.6 7.5 5.0 14.6 17.4 68.5 8.0 16.3 9.0 5.3 11.8 17.3

South and East Asia

1970 • 60.3 2.9 6.4 2.2 26.7 11.9 38.9 65.6 3.4 7.4 2.2 38.2 10.0 29.7
1911 .. .. . . . 61.1 2.6 6.3 1.9 24.6 11.0 41.7 65.6 3.5 7.3 2.0 40.4 10.6 27.2
1972 62.2 2.9 7.4 2.2 22.9 10.3 42.3 62.5 3.4 7.2 1.8 41.2 9.7 27.9
1973 63.4 2.8 7.5 2.3 29.6 9.9 36.0 61.7 3.2 7.4 1.8 39.0 8.7 30.3
1974 • . 61.1 3.3 8.1 2.2 28.3 9.1 36.7 58.1 2.9 7.9 1.9 39.3 7.4 31.4

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat. based on International Monetary
Fund/Iiitei=ilational Bank for Reconstruction and Development. Direction of Trade (Washington, D.C.).

~ North .America, Western Europe and Japan.



Table 1II-12. Developing countries: composition of exports, 1970-1973

Value of exports. f.o,b, Percentage increase from
Commodity category (millions of dollars) preceding year

1970 1971 1972 1973 1970 1971 1972 1973

Total !d ' . 54 900 62 350 75 040 108 790 13
1_

20 45

Food-stuffs 13 070 13 270 15 750 20 640 12 2 19 31

Cereals 1 110 1 180 1 010 1 750 -1 6 -14 73

Raw materials 10 010 10 140 11 700 17 120 4 1 15 46

Oil-seeds 560 560 660 1 170 -10 18 77
Fibres . . 2 180 2 170 2 770 3 200 1 -1 28 16
Crude minerals 425 790 970 1 370 -2 86 23 41
Metallic ores 2 870 2 470 2 780 3 710 30 -14 13 34
Oils and fats 760 850 940 1 330 27 12 11 42

Fuels 17 720 24 060 29 970 43 040 12 36 25 44

Chemicals 880 1 010 1 330 1 720 10 15 32 29

Machinery and
transport equipment 1 420 1 860 2 790 4 600 37 31 50 65

Other manufactures 10 780 10 940 13 220 20 630 15 2 21 56

Textiles . . 1 910 2 700 2 900 4 050 9 41 7 40
Clothing • . . 1 330 1 850 2 540 3 860 20 39 37 52
Iron and steel 570 475 670 1 010 48 -17 41 51
Non-ferrous metals 3 530 2 710 2 730 4 130 -5 -23 1 51
Other metal products 225 247 310 465 18 10 26 50

Source: Centre for Development Planning. Projections and Policies of the United Nations
Secretariat, based on United Nations, Monthly Bulletin of Statistics.

!d These figures represent the sum of the commodity components and they differ slightly
from figures for total developing country exports cited in other tables in this Supplement.
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Table 111-13. Developing countries: price indices of basic
commodities, 1970-1975

(1970 == 100)

Agricultural Non- Total,
Food- raw ferrous basic Crude

Period stuffs materials metals commodities ~ minerals 9.1

1971 I • · 103 100 79 98 117
II 103 101 85 99 122

III 103 101 82 99 123
IV . · 103 102 79 _98 123

1972 I • · 118 109 85 109 136
II. B.7 113 84 109 136

III 121 113 81 III 136
IV . 129 119 79 115 135

1973 I 148 143 95 134 142
II. 167 170 116 156 153

III • 179 208 140 175 167
IV • · 119 225 155 178 261

1914 I 213 253 174 192 546
II • 239 242 204 207 549

III 256 219 144 202 552
IV . · 313 199 119 223 548

1915 I 269 185 114 201 556
II • 214 177 110 169 556

III • 218 176 105 172 554
IV . 203 174 103 159 603

1976 I • · 213 183 108 166 604

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on data supplied by the Statistical Office
of the United Nations.

§:/ All primary commodities (except petroleum) plus non-ferrous metals.

EJ Including petroleum.
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Table 111-14. Developing countries: annual changes in export earnings
and import expenditure, 1970-1975

Country group a/
whose principal

export is

Exports f.o.b. Imports c.i.f.
1971 1972 1973 1974 1975 b/ 1971 1972 1973 1974 1975 b/

Percentage change from preceding year

Cereals and meat (7)

Sugar (5)
Cocoa (4)

Coffee (13)

Tea and jute (3)

Cotton (8)

Iron ore (3)

Bauxite (3)

Phosphates (4)
Copper (4)
Petroleum (15)

Various (11)

Petroleum products (5)
Manufactures (5)

3

7

-17
-1

-4
-1

3

-1

-3

-21

33

4
24

15

16
32

16

17

15

10

12

11

35

1

20

19

9

26

57

26

50

34

2l

28

24

3

28

30

57

56

51

56

32

65

23

28

30

32

20

90

98

58

180

38

156

35

-15

36

1

4

8

3

-2

13

-4
-32

-8
-1

-3

-1

6

16

5

17

-3

6

4

5

7

14

17

16

12

13

6

15

-21

-5
-4

1

11

10

18

1

21

18

3

13

26
30

52

23

44
20

26

9

37

16
44
42

40

54

55

48

60

46
52

100

35

43

54

53

72

86

128

45

17

11

21

2

18

37

2

22

38

29

51

-4

5
2

Source: Centre for Development Planning, Projections and Policies of the United Nations
Secretariat, based on International Monetary Fund, International Financial Statistics
(Washington, D.C.).

a/ The figures in parentheses indicate the number of countries in the group. Countries are
grouped according to their exports, as follows:

Cereals and meat: Argentina, Burma, Democratic Kampuchea, Somalia, Thailand, Upper Volta,
Uruguay

Sugar: Barbados, Dominican Republic, Fiji, Mauritius, Swaziland

Cocoa: Benin, Equatorial Guinea, Ghana, United Republic of Cameroon

Coffee: Angola, Burundi, Central Afri~an Republic, Colombia, Costa Rica, El Salvador,
Ethiopia, Guatemala, Haiti, Kenya, Madagascar, Rwanda, Uganda

Tea and jute: Bangladesh, India, Sri Lanka

Cotton: Chad, Egypt, Mali, Mozambique, Nicaragua, Pakistan, Sudan, Syrian Arab Republic

Iron ore: Liberia, Mauritania, Sierra Leone

Bauxite: Guinea, Guyana, Jamaica

Phosphates: Jordan, Morocco, Togo, Senegal

Copper: Chile, Peru, Zaire, Zambia

Petroleum: Algeria, Bahrain, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libyan Arab
Republic, Nigeria, Qatar, Saudi Arabia, Tunisia, United Arab Emirates, Venezuela

Various: Afghanistan, Bolivia, Brazil, Congo, Honduras, Ivory Coast, Malawi, Malaysia,
Paraguay, Philippines, United Republic of Tanzania

Petroleum products: Bahamas, Democratic Yemen, Panama, Netherlands Antilles, Trinidad and
Tobago

Manufactures: Hong Kong, Israel, Mexico, Republic of Korea, Singapore.

~I Preliminary: in some groups 1975 rates have been computed on the basis of less than
complete coverage.
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Table 111-15. Developing countries: baJ.ance ut' IDt:J:'chant'l; se
trade, 1970-1975

(Millions of dollars)

----_ .._-~._-----._ ....._-

Country grourJ:! Exports f.o.b. - imports f.o.b.
whose principal -- -~._- ._.----- -_._----

export is 1970 1971 1972 1973 1974 1975

:erea1s and meat (6) . -234 -329 890 205 -1 381

:ugar (5) -150 -195 -162 -192 -153 7

:ocoa (4) 56 -49 78 245 9 -162

Jaffee (13) 21 -499 202 591 -16 289

~ea and jute (3) · -549 -771 -161 -628 -1 341 -2 184

Jotton (8) . -1 052 -1 022 -868 -989 -3 147 -4 760

:ron ore (3) . 122 121 143 150 75 56

lauxite (3) -98 -105 -136 -201 -18 -107

lhosphates (4) -305 -385 -328 -492 -214 -1 259

:opper (4) . . . . . . 1 327 358 45 650 189 -1 386

letro1eum (15) 7 164 11 281 13 225 21 890 89 900 55 976

rarious (11)·. . · . 547 -262 -201 944 -4 596 -4 630

'etroleumproducts (5) -706 -742 -642 -750 -1 104 -1 20c}./
1anufactures (5) · . -4 117 -4 459 -3 940 -6 189 -10 393 -9 943

Source: Centre for Development Planning, Projections and Policies of the
Jnited Nations Secretariat, based on International Monetary Fund, Balance of Payments
{earbook and International Financial Statistics (Washington, D.C.).

~/ For composition of country groups see table 111-14. Because of lack of
relevant data, Democratic Kampuchea has been omitted from this balance of trade
~ab1e.

p./ Estimated.
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Table III-16. Developing countries: outflow of direct
investment income, 1970-1974

(Millions of dollars)

"-

Country group~1
whose principal

export is 1970 1971 1972 1973 1974

Cereals and meat (7 ) 127 99 113 138 170

Sugar (4) . " 34 39 58 74 86

Cocoa (4) 19 27 23 26 35
Coffee (11) 216 202 219 238 287

Cotton (7) , , . . . 154 118 136 155 189

Bauxite (2) 119 132 133 131 165

Phosphates (4) , . , . 34 42 54 67 68

Copper (4) • . . , 366 258 219 307 521

Petroleum (10) , , , , . 3 830 5 290 6 281 10 147 26 023

Various (9) 309 349 371 579 672

Petroleum products (4) • 150 125 136 195 413

Manufactures (4) , 540 564 755 1 024 1 342

Source: Centre for Development Planning, Projections and Policies of the Unite~

Nations Secretariat, based on International Monetary Fund, Balance of Payments
Yearboo~ (Washington, D,C.).

~I The figures in parentheses indicate the number of countries in the group,
The composition of the groups is as follows:

Cereals and meat products: Argentina, Burma, Democratic Kampuchea, Somalia,
Thailand, Upper Volta, Uruguay

Sugar: Barbados, Dominican Republic, Fiji, Mauritius

Cocoa: Benin, Equatorial Guinea, Ghana, United Repuclic of Cameroon

Coffee: Central African Republic, Colombia, Costa Rica, El Salvador, Ethiopia,
Guatemala, Haiti, Kenya, Madagascar, Rwanda, Uganda

Cotton: Chad, Egypt, Mali, Nicaragua, Pakistan, Sudan, Syrian Arab Republic

Bauxite: Guyana, Jamaica

Phosphates: Jordan, Morocco, Senegal, Togo

Copper: Chile, Peru, Zaire, Zambia

Petroleum: Ecuador, Gabon, Indonesia, Iran, Iraq, Libyan Arab Republic, Nigeria
Saudi Arabia, Tunisia, Venezuela

Various: Bolivia, Brazil, Congo, Honduras, Malawi, Malaysia, Paraguay,
Philippines, United Republic of Tanzania

Petroleum products: Democratic Yemen, Netherlands Antilles, Panama, Trinidad
and T.bago

. Manufactures: Israel, Mexico, Republic of Korea, Singapore.
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Table 11I-17. Developing countries: international reserves
of selected export groups~ 1970-1975

(Millions of dollars)

Country group!!:/
whose principal

export is

Cereals and meat (6) •

Sugar (5)

Cocoa (4)

Coffee (12)

Tea and jute (3) .

Cotton (8) . • .

Bauxite (3)

Iron ore (2) .

Phosphates (4)

Copper (4) •.•••.•

Petroleum (15)

Various (11) •

Petroleum products (5) • •

Manufactures (4) •

International reserves~ at the end of

1970 1971 1972 1973 1974 1975

1 905 1 489 1 846 3 057 3 707 2 675

122 167 227 262 372 395

157 149 181 276 209 196

719 713 977 1 393 1 362 1 584

1 144 1 351 1 380 1 373 1 541 1 579

391 431 545 1 508 1 442 1 608

159 205 200 143 257 230

42 46 60 94 172 91

453 497 582 628 828 944

1 425 1 074 975 1 175 1 382 858

5 114 8 618 11 215 15 076 47 813 57 327

2 455 3 585 6 151 9 335 9 008 7 624

183 241 277 280 631 991

2 815 3 712 4 874 6 550 6 463 7 273

Source: Centre for Development Planning~ Projections and Policies of the Unitec
Nations Secretariat~ based on International Monetary Fund, International Financial
Statistics (Washington, D.C.).

a/ For composition of country groups see table III-14. Because of lack of
relevant data, the following countries have been omitted from this table: Angola,
Democratic Kampuchea, Hong Kong, Liberia.

b/ Based on the dollar value of holdings of gold, SDR, convertible foreign
exchange plus the country's position in IMF.
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Table III-18 0 Developing countries: ratio of international
reserves to import expenditure~ 1970-1975

Percentage ratio of international reserves at

Country group a/ whose
end of year to imports during the year

principal exp~t is 1970 1971 1972 1973 1974 1975

Cereals and meat (6) · · · .. 55 41 48 63 49 28

Sugar (5) . · .. · .. .. .. co · 0 19 22 26 23 22 21

Cocoa (4) 0 • • • • 0 · .. • · 21 19 25 29 15 12

Coffee (12) · • • .. • • • • · 28 24 33 39 25 29

Tea and jute (3) .. • .. .. · • 34 41 44 30 23 20

Cotton (8) · .. .. · · .. .. • .. 12 13 16 37 20 17

Bauxite (3) 0 · · co .. • • .. · 22 27 24 15 11 17

Iron ore (2) · · .. .. .. .. · .. 24 27 32 35 47 25

Phosphates (4) · .. .. · .. 40 41 41 33 28 23

Copper (4) o. .. • .. • .. • • 54 36 32 34 26 13

Petroleum (15) · .. · .. 49 71 78 72 134 97

Various (11) .. · .. · .. .. • • 36 45 65 69 36 32

Petroleum products (5) · .. 0 8 9 10 7 7 63

Manufactures (4) · .. .. .. 31 37 43 37 24 26

Average, all developing
countries .. · · · · · .. · 37 43 51 51 56 50

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on International Monetary Fund, International
Financial Statistics (Washington, D.C.).

a/ For composition of country groups see table 111-14. Because of lack of
relevant data, the following countries have been omitted from this table: Angola,
Democratic Kampuchea~ Hong Kong, Liberia.

PI Estimated.
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'fable IlI-19. Cottee: .....t. iD iDtel'lUlliOilal _4 ao..t1e pri... 1910-1915

Itea .1910 1911 1912 1913 19111 1915

¥Odd ..met prices

Price iDdeX (1970 • 100) · . . . . . . . . 100 87 98 125 132 1Ji7

Export lIIlit nJ.ue (US ceIlU per kg) · . 9" 83 92 115 131
Percentap chimp from precediDg yev · . · ... -12 10 25 1"

Producer prices

US ceDts per kg:

I'901'1' Coast · · · · • · .. · · • 38 ~O ~~ 50 62
ICeD7a · · .. · · · • · 105 89 109 130
UpDda • 15 17 17 11 ....

PerceDtap chimp 1'ro1ll precediDs yev: !I
ago1a • • · · · .. · · · · · · · · 13 22 -2

I Co1011bia •• · · • · · • · • • · ... 10 19 3
I\) El Salvaaor .. · • · • · · · · · · 14 16 l'
'.:' Guatemala -2 48 1~
~ · · .. · · · .. · • • • · · · ..
I I'901'1' Coast · • · .. · • · . · · .. . • · 5 8 15 25

K'eDya . · · · · · • · . · · · • · -15 21 19
Mexico. · .. · • · • • ... -2:;' 39 32
UpDda • · · • · · ·. · · · · • · · .. 13 1 3
UDited Republic of C..1"OOD · • · 10 13 9

IDd.ex of real price ~ (1962 • 100):

Angola. · • · · · • 97 11 76 76 11
Brazil • · · · • 141 91 113 143 136
Colombia • · · · · • · ·. · • · 105 93 97 102 96
El Salvador · · · • • · ·. 96 95 105 115 105
Guatemala 119 III 108 141 139

I'901'1' Coast · · · ·. 95 105 102 92 90
Mexico • · · · • · 133 114 85 101 103
Uganda. · · 63 51 59 41 30
United Republic of Cameroon · · · · · · · · 88 91 85 79 69

~: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on Food and Agriculture
Organization of the United Nations, Production Yearbook, 1974 (Rome); COllllllOdity Research Bureau, Inc., COllllllOdit~ Yearbook, 1974 and 1975
(New York); COllllllOnwealth Secretariat, Tropical Products Quarterly (London), December 1975, January-February 197; and information provided by
the International Coffee Organization.

!I Calculated from producer prices in local currency, converted into United States dollars at current rates of exchange.

£! Producer price in local currency deflated by the local consumer price index.

.......

....

...

...

95....
26
59



Table III-20. Developing countries: trends in gross domestic savings, 1970-1914

Countries !I in which the ratio of savings to production was

Clearly rising Rising erratically Without trend Declining erratically Clearly declining

Kuwait Gabon zambia Hong Kong Sri Lanka
Saudi Arabia Libyan Arab Republic Southern Rhodesia Malaysia United Repub11c of
Venezuela Algeria Argentina. Panama Tanzania
Angola Mauritania Brazil zaire Peru
Mauritius Singapore Sierra Leone Swaziland Namibia

Iran Thailand Madagascar India Fiji

Iraq Philippines Burma Guyana. Ma11
Nigeria Kenya Mozambique El Salvador Israel
Ivory Coast Tunisia Egypt Pakistan Chad
Mexico Liberia Uganda Comoros

Colombia Republic of Korea U~
Democratic 1CMI.PUchea

Botswana. Lebanon Netherlands Antilles Reunion
I Trinidad and Tobago central African Republic Ghana. cape Verde
I\) Morocco United Republic of SUdan Lesothoco
-l="" SUrinam cameroon NicaraguaI

Ecuador Jamaica
Burundi

COngo Dominican Republic Bangladesh
Paraguay Honduras Rwanda
Syrian Arab Repub11c Indonesia Somalia
Benin Chile Gambia

Guatemala
Senegal

Ethiopia Afghanistan
Bolivia Republic of South
Niger Viet-Nam
Togo Jordan

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on statistical Office of
the United Nations, Monthly Bulletin of statistics; and International Monetary FUnd, International Financial statistics (Washington, D. C. ).

!I Countries are listed in descending order of average 1971-1974 savings ratio.



Table III-21. Cocoa: movements in international and
domestic prices, 1970-1975

Item 1970 1971 1972 1973 1974 1975

World market prices

Price index (1970 = 100) • . . • • •• 100

Export unit value (US cents per kg) 76
(Index, 1970 = 100) 100

87

62
81

99

57
74

166

85
112

251

135
177

219

Producer prices

US cents per kg:

Brazil . • • •
Ghana . . ..
Ivory Coast
Nigeria
United Republic of Cameroon

Index of current price ~I (1970 =100):

Brazil
Ghana • • ..
Ivory Coast
Nigeria
United Republic of Cameroon . • . •

Index of real price E/ (1970 =100):

Brazil . . .
Ghana
Ivory Coast
Nigeria
United Republic of Cameroon

50
29
30
43
31

100
100
100
100
100

100
100
100
100
100

53
29
31
47
32

106
100
104
111
103

104
98

105
94
99

49
26
34
47
36

98
91

113
111
116

93
99

104
84
96

82
34
42
52
42

165
116
141
122
136

142
104
102

88
93

118
42
52
76
45

237
147
176
179
145

179
77

117
110

92

50
82

101
57

174
275
236
187

86
147
106

90

Source: Centre for Development Planning, Projections and Policies of the
United Nations, Monthly Bulletin of Statistics; Food and Agriculture Organization
of the united Nations, Production Yearbook, 1974 (Rome); Gill and Duffus, Cocoa
Market Report, No. 268 (London, April 1976); INSEE, Le Cacao et ses derives dans les
pays de la zone franc (Paris, September 1975). .

~I Based on local prices converted into United States dollars at current
exchange rates.

~ Based on local prices deflated by the local consumer price index.
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Table 111-22. Tea: movements in international and domestic
prices, 1970-1975

Item

World market pric~

1970 1971 1972 1973 1974 1975

Price index (1970 = 100)

Export unit value (US cents per kg)
(Index, 1970 = 100)

Producer prices

US cents per kg:

India
Kenya
Sri Lanka

Index of current price ~
(1970 = 100):

India
Kenya
Sri Lanka

Index of real price ~I

(1970 = 100):

India
Kenya
Sri Lanka

100

93
100

44
46
30

100
100
100

100
100
100

101

93
100

45
47
34

102
102
112

99
98

110

97

95
102

43
47
30

99
101

98

91
93
92

100

96
103

45
47
32

102
102
107

82
84
96

130

111
119

50
57
40

113
123
134

75
88

111

133

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on information provided by the Statistical Office
of the United Nations; Food and Agriculture Organization of the United Nati.ons,
Production Yearbook, 1974 (Rome); Commonwealth Secretariat, Tropical Products
Quarterly (London), December 1975 and January and February 1976.

~ Based on local prices converted into United States dollars at current
exchange rates.

£! Based on local prices deflated by the local consumer price index.
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Table 111-23. Sugar: movements in international and producer
prices, 1970-1975

Item 1970 1971 1972 1973 1974 1975

Price index in world trade (1970 = 100) 100 112 162 205 579 410

Export unit value:

US cents per kg · · • . · · • · · · • 12 13 15 19 39
Percentage change from preceding year 9 16 36 110

Producer price for cane

Percentage change from preceding year

In US cents:

Barbados · · .. .. .. .. · • .. .. 13 10 155
Dominican Republic .. · • · • 11 23 113 5
Jamaica . · · · • .. • · · · • 9 4 142

In domestic currency, deflated: !3!
Barbados • · · · • · • · .. · • -8 -2 -4 92
Dominican Republic · · • · • .. .. -4 3 7 88 -8
Jamaica . · · .. • .. · · · • ... · · 8 -1 92 ...

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics; International Monetary Fund, International Financial
Statistics (Washington, D.C.); Food and Agriculture Organization of the United
Nations, Production Yearbook. 1974 (Rome); Banco Central de la Republica Dominicana,
Boletin Mensual (Santo Domingo), January-March 1975 and July-September 1975 •

.~ Based on local prices deflated by the local consumer price index.
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Table III..,.24. Cotton: movements in international and producer
prices, 1970-1975

Item 1970 1971 1972 1973 1974 1975

Price index in world trade (1970 :::: 100) 100 109 122 197 241 192

Export unit value:

US cents per kg • • 63 70 77 88 129
Index (1970 :::: 100) · • · • · • • · 100 110 123 139 204

Producer-prices

US cents per kg:

Lint y
Egypt · • · · · · • • • · • • • · 68 78 90 156 187 ·..
Sudan · • · · • • • · · • · 71 76 89 142 190

Seed a/

Nigeria. · · · • • · 20 20 22 24 ·.. ·..
Uganda · · • • · • • • · · · • • 17 18 18 19

Index in current dollars (1970 =100):

Egypt · • • · · • · 100 114 132 229 274 ·..
Sudan . · • • · • · · • • 0 · • · • 100 106 124 199 267
Nigeria . · · · · · • · • · • • • · 100 104 112 121 ·..•
Uganda · • · • 0 • • .. .. · 100 105 105 114 ·..

Index in local currency, deflated bj
(1970 = 100) :

Egypt · · · • 0 0 · o· · · · .0 · 0 0 100 III 126 190 203
Sudan · • · • 0 0 • · · • · • • 100 106 110 155 165 ·..
Nigeria • · · • • · • • • · • 100 86 85 87 ·.. ·..
Uganda · · · · · • • • · • · • 100 91 94 79 ·..
Source: Centre for Development Planning, Projections and Policies of the

United Nations Secretariat, based on data from the Statistical Office of the United
Nations; Food and Agriculture Organization of the United Nations, Production
Yearbook, 1974 (Rome) ~ Commodity Research Bureau, Inc., Commodity Yearbook, 1974
and 1975 (New York).

~ 2.5-3 kilograms of cotton-seed is equivalent to 1 kilogram of ginned lint.

E.! Price in local currency deflated by the local consumer price index.

-288-



Table III-25. Dewlopinr; eC:l1lDtries vitil. 4iwnBitied exports: eccmollde
c1ewlopllllentlJ in 191~-1915

Pereentap cblJDp flroa pnniou year in
B&!.lJDce of trade u

.Api<:ultv&!. Inelutri&!. GroSII dolllle8th perceDtap 01' r;rollS
Country production produe'tion !I product doIIelltic .product

1914 191~UV 191~ 1915"!J 1914 1915 "!I 1913 1914 1915 '!I

Bolivia •• . . . 1.3 3.8 2.6 ..o.1i 5.1 6.8 3.2 11;' -1.5

Brazil · . El • • .. • 8.8 0.1 1.1 3.1 9.6 4.0 -0.1 -4.7 -3.0

Hondvu ., III ... -3.9 0.1 2.3 6.0 0.1 1.1 -9.1 -1.9
Hong Kong •• · .. . . ... 1.5 -10.1 -12.2 -5.9

Israel · ... 2.1 -1.1 4.1 2.2 3.3 -1.5 -26.1 ..25.0 -22.1

Ivory Coast • 16.1 6.4 2.5 6.8 10.1 1.6

Malawi · 3.7 ..8.0 ... 4.2 6.1 -4.8 -1.4 ..10.8

Mal~sia 4.1 0.5 10.9 -0.1 6.3 3.5 11.1 5.5 5.8

Mexico · . 3.1 ..0.1 5.1 3.8 5.9 3.9 -2.5 ..3.6 ..3.6

Para~ · .. . 3.6 1.4 9.0 1.2 8.3 8.0 0.1 ..1.9 ..2.5

Philippines • · . . . 2.8 1.1 5.1 ..5.1 5.1 5.9 2.6 -3.0 ..1.6

Rep\lblic 01' Korea • • 3.5 6.0 28.5 16.5 8.6 1.4 ..4.6 ..11.5 ..8.4

Singapore • • • • . . 4.2 ..2.3 6.2 4.1 -)1.5 -42.8 ..42.7

United RepUblic 01'
TlJDzania . · . . . -2.9 1.5 ... 2.2 3.0 -4.6 -12.5 -10.1

Source: Centre tor Developllllent P18llDing. Projections IJDd Policies 01' the United Nation8 Secretariat.
buedOii"FOod IJDd Agriculture Organization 01' the United Nations. Monthly Bulletin 01' Agricultural Economc8
and Statistics (Rome); and national sources.

al Manu1'actving only in the case 01' Brazil and Sinppore; including CODstruction in the cue of
Mexico.

W Prelimn&r;y.
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Table 111-26. Selected developing countries:~ production
of cereals, 1970-1974

(Millions of tons)

Country and item 1970 1971 1972 1973 1914

Argentina Total 19.9 22.2 18.9 23.9 23.2
Wheat · . · · · · 4.9 5.7 7.9 6.6 5.6
Maize · 9.4 9.9 5.9 9.7 9.9

Burma Total . . · · 8.3 8.4 7.5 8.7 8.6
Rice 5.3 5.3 4.8 5.6 5.5

Democratic Kampuchea Tota1~/ • 4.0 2.9 2.0 1.1 0.7

Somalia TotalE..! . 0.3 0.2 0.3 0.3 0.3

Thailand Total · · · · · 15.3 16.2 13.8 17.4 15.9
Rice · · · · 8.6 8.9 8.1 9.7 8.6
Maize · . 2.0 2.3 1.3 2.3 2.4

Upper Volta Totali! 1.0 0.9 0.9 0.8 0.1

Uruguay Total 0.9 0.8 0.6 1.0 1.2
Wheat 0.4 0.3 0.2 0.3 0.5
Maize · 0.2 0.2 0.1 0.2 0.2

Source: Centre for Development Planning, Projections and POlicies of the
United Nations Secretariat based on Food and Agriculture Organization of the United
Nations, Production Yearbook, 1974 (Rome).

~ Countries whose major export comprises basic food-stuffs (cereals and meat).

"E/ Mainly rice.

s! Mainly maize and millet.

2J Almost entirely millet and other sorghums.
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Table 111-27. Rice: national and international prices, 1970-1975

Item

Price index in world trade
(1970 =100) • • • • ••

Average export unit value:

1970

100

1971

98

1972

110

1973

200

1974

322

1975

231

US cents per kg. •
Index (1970 =100) •

Producer prices

US cents per kg:

. . . . . 14
100

13
91

14
100

23
163

37
268

. .

Burma. • • •
India.. . . . . . . . .
Sri Lanka.
Thailand • •

Index (1970 =100)

Current prices:

Burma. • • • •
India. • •
Sri Lanka. • • • • •
Thailand •

Constant prices: ~

· . . .

· . . .. . .

4
1

12
6

100
100
100
100

4
6

12
4

103
99
98
56

4
8

11
5

105
115

96
15

4
7

14
10

119
114
119
151

10
11
23
20

260
169
196
314

13
25

200
206

Burma.
India.
Sri Lanka. •
Tha.iland •

. . . . . . .
· . . .

100
100
100
100

103
96

102
55

110
107

95
10

89
92

116
126

154
112
175
211

129
183

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations;
"Economic and social survey of Asia and the Pacific, 1975 1r (E/CN.ll/L.437); Food
and Agriculture Organization of the United Nations, Production Yearbook, 1974 and
Monthly Bulletin of Agricultural Economic and Statistics (Rome).

~ Prices in national currency deflated by the local consumer price index.
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Table III··28. Selected developing countries: al net
exports of cereals, ~I 1970-1974

(Thousands of tons)

Country 1970 1971 1972 1973 1974

Argentina • · · · · · 10 217 9 822 5 754 9 592 11 292
Guyana. · · · · · · 20 41 29 -10 -23
Mexico. · · · · · -740 194 -633 -1 923 ~2 850
Surinam • · · · · · · · · -15 5 5 -5
Uruguay . 60 56 81 98 159

Angola. · · · . · 76 12 -9 18 -51
Kenya. 76 -27 10 184 65
Malawi. · · · · · · · · -111 -17 16 27 25
Mozambique. · -98 -110 48 -107 . -119
Niger . · · · 50 52 31 4 -167
Southern Rhodesia • -30 90 137 -45 -61

Burma. · · · · · · 615 781 507 124 204
Democratic Kampuchea. · · 192 -14 -109 -123 -223
Nepal • · · · · · · · . · · 250 231 198 231 43
Pakistan. · · · · · 365 -121 -579 -526 -559
Thailand. · · · · · 2 437 3 449 3 907 2 193 3 547

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, Trade Yearbook. 1974 (Rome).

a/ All developing countries that recorded a net export of cereals in any
year In the period 1970-1974.

~/ Rice has been added in as milled (65 per cent of paddy).
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Table 111-29. Argentina: beef and veal production
and trade, 1910-1915

(Thousands of tons, carcass weight equivalent)

E=1Cports
Domestic Percentage of

Year Production supply Amount production

1910 • 2 624 1 911 713 21

1971 • . . . . . 2 001 1 544 451 23

1972 • 2 191 1 511 614 31

1973 • 2 152 1 652 500 23

1974 • 2 145 1 656 289 13

1975~ . 2 500 2 235 265 11

1916E.1 • . 2 700 2 300 400 15

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on United States of America, Department of
Agriculture, Foreign Agriculture Circular, Livestock and Meat (Washington, D.C.),
January and July 1975 and April 1916.

a/ Preliminary.

b/ Forecast; the output is equal to the annual average achieved in 1968-1970.
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NumberYear

Table 111-30. Developing countries: instability in food
production, 1970-1975

Countries in which food production was less
than in the preceding_~~~~

Percentage :-=:-P.:::.op~ul.:::=.:a::.t;;;.;J.::.:·o::;.:n:::....:a:.:f:.-:f;,.;e:;,;:c;..;;t;.;::e~d;...~_I_
of total~ Millions Percentage

1971 •

1972 •

1973 •

1974 •

1975 • • Illl • • •

28

42

33

22

19

31

47

37

24

21

400

1 200

342

841

119

22

67

19

47

7

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics; and Food and Agriculture Organization of the
United Nations, Monthly Bulletin of Agricultural Economics and Statistics (Rome).

at Ninety developing countries for which food production indices are
available.

bl Based on mid-1973 estimates.
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Table III-31. Developing countries: distribution according to growth in food production, 1970-1975
(Percentage of countries)

Average annual Average
change in food 1970-1971 1970-1972 1970-1973 1970-1974 1970-1975

production Countries Population Countries Populatiol1 Countries Population Countries Population Countries Population

Negative • 31 22 31 47 28 13 22 44 20 8

0-0.9 9 38 17 13 13 10 11 7 8 6

I 1.0-1.9 7 3 4 5 12 44 18 15 20 46f\)
\0
V1
I 2.0-2.9 10 4 16 18 17 14 1-3 5 18 10

3.0-3.9 . . · · 10 5 8 4 8 6 10 13 11 11

4.0-4.9 . . · · . . 6 10 6 8 8 8 10 12 12 17

5 and over • · · . . 28 18 19 4 14 6 16 4 11 3

Source: See table 1II-30.



Table III-32. Food: self-sufficiency ratio~ in developing regions, 1970-1972

(Percentage)

Region FOOdE.! Cereals
Average

1970 1971 1972 1961-1963 1970 1971 1972

Central America • . . 108 99 100 98 100 102 95

Caribbean£! . · · . 44 39 38 38

South America • 119 118 113 113 114 113 108

North-East Africa~ • 88 88 87 86 84 84 83

North-West Africa!:.! • 100 96 100 86 85 86 95

West Africa • · · 85 84 81 98 97 88 89

Central Africa .. ,- 95 88 85 80

East Africa • · · 95 103 99 95 94 98

Southern Africaf / • 92 100 92 82 67 78 63

West Asia • 87 87 95 94 87 84 97

South Asia 102 95 92 96 101 94 92

East and South-East Asia. 112 112 103 101 96 95 89

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, "Self-sufficiency in food and food commodities lr (C75/LIM/l,
October 1975).

~ Indigenous production divided by apparent domestic consumption.

b/ Excluding fish and alcoholic beverages, calculated in calories.

£! Barbados, CUba, Dominican Republic, Haiti, Jamaica.

d/ Egypt, Libyan Arab Republic, Sudan.

~ Food of vegetable origin only; Algeria, Morocco, Tunisia.

!I Food of vegetable origin only; Botswana, Lesotho, Swaziland.
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Table 111-33. Cereal-importing developing countries: ~ production and imports
of cereals, ~ 1970-1974

Item 1970 1971 1972 1973 1974

Production
(millions of tons) · · . . . . . . 309.6 305.7 305.3 316.8 317.0

Net imports
(millions of tons) · · 27.8 31. 7 31.2 42.7 44.5
(millions of dollars) 2 391 2 757 2 680 5 358 9 253

Total supply
(millions of tons) · · . . . . . . 337.4 337.4 336.5 359.5 361.5

Source: Centre for Development Planning, Projections and POlicies of the
United Nations Secretariat, based on Food and Agriculture Organization of the
United Nations, Production Yearbook. 1974 and Trade Yearbook, 1974 (Rome).

~ All developing countries other than Argentina, Burma, Nepal, Thailand
and Uruguay which were net cereal exporters throughout the period.

£/ Including rice measured as milled (65 per cent of padQy).
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Table 111-34. Selected developing countries: a/ actions
affecting food crops, 1973-1974-

Country

Bangladesh

Brazil

Chile

Colombia

Costa Rica

Ecuador

Ghana

Guatemala

India

Ivory Coast

Date

1974

1974

1974

1974

1914

1914

1913

1914/15

1914

1913/14

1974/15

Crop

Cereals

Wheat

Cereals

Food crops

Food

Basic foods

Grain

Rice

Food crops

Basic foods

Cereals

Rice

Type of action

Establishment of fair price shops and a
government procurement system

Producer price increased from $84 to
$190 per ton

Producer price increased 47 per cent

System of guaranteed minimum prices
introduced

Periodic adjustment in support prices

Farm prices to be raised to world
levels in the interest of increasing
food production

Support prices raised: maize by
17 per cent, rice by 42 per cent

Grain Development Board installed
30 rubber silos (31,000-ton capacity)
and 50 aluminium silos (1,500-ton
capacity)

Price raised from $30.3 to $36.5 per
240 pounds

Fiscal incentive to use blocked
dividends for investment in local
agriculture

Guaranteed minimum prices introduced
for maize, rice, sorghum and beans.
Duties waived on fertilizer imports

Procurement price for rice raised
28 per cent. Traders required to
sell half their wheat purchases to
the Indian Food Corporation at
$140 per ton

Support price for first-grade paddy
raised from 5.3 cents to 14.2 cents
per pound
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Country Date

Table 111-34 (continued)

Crop Type of action

Kenya

Madagascar

~1alaysia

Mexico

Morocco

Nicaragua

Nigeria

Philippines

Republic of Korea

Si.erra Leone

Sri Lanka

1913
1914

1915

1913

1914

1913

1914

1914

1914

1913

1913

1913

1974

1973

Cereal crops

Rice,

Cereals

Rice

Cereals

Cereals

Basic foods

Food crops

Rice

Rice

Rice

Rice
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Agricultural Finance Corporation
raised guaranteed minimum return
per acre: KSh 180 in 1973,
KSh 250 in 1974 and KSh 350 in
1975

Government monopoly created;
price raised 6 per cent

Maize price raised 15 per cent;
paddy price raised to 12 cents
per kilogram

Government extended control over
marketing

Support prices raised: wheat to
$2.61 per bushel, maize to
$2.64 per bushel. Fertilizer
provided at one third current
world price

Producer prices of wheat, barley
and maize raised by
15-33 per cent

Guara~teed minimum prices
introduced for maize, rice,
sorghum and beans

Nigerian Produce Marketing
Company created to fix farm
prices and handle domestic
sales, using the marketing
boards as agents

$56 million credit on
concessional terms to support
high-yield rice project

Procurement price raised from
$309 to $344 per ton milled

Guaranteed price raised from
$3.84 to $6.00 per bushel

Guaranteed price raised from
18 rupees to 25 rupees per
bushel



Table 111-34 (continued)

Country

Trinidad and Tobago

Zaire

Zambia

D~e

1974

1974

1974

Crop

Food crops

fu~crops

Cereals

Type of action

Central Marketing Agency fixed
minimum producer prices for
27 food crops; fertilizer
sUbsidy increased

Creation of an agricultural
stabilization fund and seven
new marketing boards. Customs
duties on agricultural inputs
reduced

National Agricultural Marketing
Board raised rice price to three
times the 1972 level; maize
price below 1973 level

Source: Centre for Development Planning, Projections and POlicies based on
United States of America, Department of Agriculture, Foreign Agriculture, various
issues, The Agricultural Situation in Africa and West Asia, The Agricultural
Situation in the Far East and Oceania, The Agricultural Situation in the
Western Hemisphere, 1973 and 1974 issues (Washington, D.C.); press reports
and national sources.

~ Selected to illustrate the nature of policy adjustments in the food
production sector.
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Table III-35. Developing countries: changes in retail food prices, ~ 1970-1975

'-"

Number of countries in 'which in

1971 1972 1973 1974 1975

Food prices declined . · . . . . . . · · . . 15 9 2 2 7

Food prices rose by:

Less than 5 per cent · 27 19 2 4 11

5-9.9 per cent . 25 25 11 9 17

10-14.9 per cent · . . . . 10 16 21 10 16

15-19.9 per cent 3 3 14 20 14

20-29.9 per cent · 5 8 15 22 11

30-39.9 per cent · 1 2 15 11 6

40 per cent and over · · · . . 2 6 8 10 6

Total . . . . · . · 88 88 88 88 88

Changes in food prices accelerated Pi 54 62 48 24

Changes in food prices were more or less
the same as in the preceding year · · 11 9 9 3

Changes in food prices decelerated £! 23 17 31 61

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Monthly Bulletin of Statistics.

a/ Based on movement in the food component of the consumer price index between
successive December or last quarter averages, except in a few cases in which the
comparison is between annual averages.

~/ Including the changes from decline to increase.

£! Including the changes from increase to decline as well as continued decline.
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Table III-36. Developillg countries I distribution accordillg to movement in food prices, 1910-1975

Rate of increase in CountrieS!! in which the average annual rate of increase ill. food prices between 1970 and 1915 was

food prices in 1975 Less than 5.0-9·9 10.0-14.9 15.0-19.9 20.0 per cent
5 per cent per cent per cent per cent and over

Less than 5 per cent Malaysia India Un!ted llepublic of Bangladesh
Pan8lllll. Sillgapore Tanzania Philippines
Lebanon Madagascar Bolivia
Sri Ls.!'lka
Hong Kong Iran

New. Caledonia
Bshlllllll.ll Thailand

Guatemala
Papua New Guinea

5.0-9.9 per cent Libyan Arllh Somalia French Guiana Sudan
RepUblic Congo Tonga

Morocco Guyana
Chad Mauritania
Ira~ M9zambique
Surinam Reunion
Venezuela
Ivory Coast
Honduras

10.0-14.9 per cent Swaziland Mexico Trinidad and Tobago Barbados
Botswana United Republic of Pakistan
Egypt C8lIElroon Kuwait
Tunisia Fiji
Southern Martinique

Rhodesia Paraguay
Ma.uritius
GIl.a.de1oupe
:Burundi

15.0-19.9 per cent Ethiopia Zambia Togo Jlllllaica Seychelles
Niger Dominican Republic Ecuador Colombia
E1 Salvador Haiti Netherlands
Kenya Antilles

Senegal
Jordan

20.0-29.9 per cent Gabon Costa Rica Israel
Liberia Indonesia
Syrian Arllh Uganda

Republic Brazil
MalaWi
Sierra. Leone
Nepal

30.0 per cent and over Peru Zaire Republic of South
Gambia Republic of Korea Viet-Nam

Burma Ghana
Nigeria Uruguq

Lao People's
Democratic
Republic

Chile
Argentina

Total, 90 countries 2 25 33 14 16

Source: Centre for Development Planning, Projections and Policies of the United Nations Secretariat, based on
Statistical Office of the United Nations, Monthly Bulletin of Statistics.

!I Countries are listed in increasing order of the 1975 rise in food prices.
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Table III-37. Selected petroleum-exporting countries: tax-paid costs and buy-back prices, 1975

(Dollars per barrel)

·.. 2.34 ... 1.62

·.. 2.78 ... 1.90

·.. 4.92 7.73 3.15

Kuwait
Tax-paid Buy-back

cost price

10.30

15.l7b/

Venezuela
EquityIbuy-back

price

2.41

2.85

4.76

10.46

11.33

10.84

10.84

10.68

Saudi Arabia

7.11

7.19

9.93

9.93

10.73

Tax-paid Buy-back
cost price

11.79

12.75~

13.25

13.09

12.50

Nigeria

11.31

12.18~

9.11

9.11

10.07

Tax-paid Buy-back
cost price

10.85

10.85

10.15

10.15

11.18

7.03

7.03

7.99

1.60

1.81

2.95

8.13

8.91

9.69

2.04

2.54

3.21

9.69

10.65

Indonesia
Equity/buy-back

pricePeriod

1973

January

August • .
October

1974

January

I June . . .
w
0 December' .w
I

1975

February,.

October

SOurce: Centre for Development Planning, Projections and POlicies of the United Nations
Secretariat, based on Monthly Energy Review (Washington, D.C.), June 1975; Petroleum Economist (London),
April 1975 and March 1976.

a/ January 1976.

b/ Tax reference price.



Table III-38. Selected petroleum-exporting countries:
budgetary revenue, 1972-1975

Total receipts Percentage change from
(millions of dollars) preceding year

Country 1971 1972 1973 1974 1975 1972 1973 1974 1975

Algeria. · · • 1 504 2 020 2 631 5 854 5 569 34 30 122 -5

Ecuador . • · · 189 256 371 660 686 35 45 78 4

Gabon •• · · . 88 112 147 203 707 27 31 38 249

Indonesia • 1 421 1 770 2 806 4 767 6 617 24 59 70 39

Iran 3 459 3 988 6 139 20 614 26 078 16 54 236 26

Iraq . . · · · 1 508 1 745 2 263 6 169 7 902 16 30 173 28

Kuwait . · 1 077 1 667 1 926 3 274 5 989 55 16 70 83

Libyan Arab
Republic 1 783 1 821 2 465 ••• • e·/lt 2 35 ... ·..

Nigeria • · . . 1 832 2 117 2 403 7 205 ... 15 14 200 ·..
Qatar • · • 258 392 431 1 380 1 750 52 10 220 27

Saudi Arabia 2 403 3 184 6 163 27 675 27 248 32 73 331 -1

United Arab
Emirates · · ... 46 127 425 ... 155 232 ·..

Venezuela • 2 694 2 852 3 818 9 988 9 463 6 31 160 ...5

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
Statistical Yearbook, 1974; International Monetary Fund, IMF Survey .
(Washington, D.C.), August 1974; Middle East Economic Digest, Ltd., MEED (London),
5 September 1975 and 17 October 1975; The Economist Intelligence Unit, Quarterly
Economic Review, Iran, Annual Supplement, 1975 and Iraq, 5 September 1975 (London);
The Financial Times (London), 25 February 1975; Banques des Etats de l'Afrique
centrale, Etudes et statistiques bulletin mensuel (Limoges), 21 avril 1975; Libyan
Arab RepUblic, Ministry of Economics, Economic Trends, Problems and Policies
(Tripoli), February 1976 (in Arabic); Central Bank of Nigeria, Annual Report and
Statement of Accounts for the Year ended 31 December 1974 (Lagos); Saudi Arabia,
Monetary Agency, Statistical Summary, 1974/75 (Jeddah); Banco Central de Venezuela,
Revista del Banco Central de Venezuela (Caracas), enero-junio 1975.
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Table 111-39. Members of OPEC: deployment of external surpluses, 1974-1975

(L'illions of dollars )

Use of funds 1974
First half Second half

1975
First half Second half

Government stocks.
Treasury bills • • • • • •
Sterling deposits.
Investments. . • .• •
Foreign currency deposits
Other foreign currency

lending. • • • • • • • •

In United Kingdom, total • • 10.0

0.5
1.1
0.6
0.3
7.0

0.5

11.0

0.4
1.6
1.1
0.4
6.8

0.7

2.8

0.3
0.2

-0.1
0.1
2.1

0.2

1.5

0.1
-1.1
0.3
0.2

, 2.0

In United States of America,
total. • • • • • • • •

Government securities••
Bank deposits. • •
Investment s. • •.• • •

Other countries, total

Foreign currency deposits
Loans and investments. • •

Internati?nal organizations

All destinations • • • • •

3.4

1.9
1.4
0.1

8.6
5.0
3.6

0.5

22.5

7.6
4.1
2.6
0.9

12.3

4.0
8.3

3.0

33.9

2.1

1.7
-0.7
1.1

10.2

4.0
6.2

2.1

17.2

4.0

1.9
0.7
1.4

6.9

1.0
5.9

1.9

14.3

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Bank of England, Quarterly Bulletin (London),
March 1976.
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Table III-40. Petroleum-importing developing countries:
production of energy, 1970-1975

Fuel and country
Production Percentage increase :from previous lear
in 1970 19'71 1972 1973 1974 1975

CoaJ.!!

Afghanistan 0.2 -17.7 0.7 2.9
Argentina • · · · · · 0.6 2.6 6.8 -3'.2 38.8 ...4.2
Brazil · · · · · • 2.4 5.8 '-8.1 12.5 -7.0
Chile. · · · · · · · · · 1.3 10.8 ..12.2 ..2.2 U.8 10.'
India • " · 73.7 ..2.5 5.' 2.1 8.6 13.0
Mexico · · · · 3.0 18.7 2.8 18.0 21.2 0.7
Morocco • 0.4 9·7 15.2 3.' 1.6 16.7
MoZambique 0.4 -6.3 2.1 17·3 8.1 17.4
Pakistan · · · · · 1.3 0.2 005.0 '-7.2 29.2 ..26.7
Peru · · · · · • · 0.2 -34.0 0017.5 ..
RepUblic of Korea • · • · 12.4 3.2 -'.0 9.4 12.7 14.4
Southern Rhodesia. · 3.2 -2.5 0010.7 10.8 14.4
swaziland • 0.1 8.7 004.7 ..2.1 ... •••
Zaire. • · · · • · 0.1 9.8 14., ..10.2 ..23.5 ..'1.8
zambia · · · · 0.6 20.3 15.3 0.4 ..13.8 4.3

Natural gas'£.!

Afghanistan • · · · · · · 2.6 2.0 9.8 7.6 2.7
Argentina • 6.0 8.0 -3.2 7.0 7.6 8.7
Brazil · · · · · 0.2 2.2 2.1 5.8 96.1 '2.4
Chile. · · · · · · 2.3 43·6 12., -0·3 ..6.4 8.1
India. · · • · · · · • · 0.5 16.4 12.0 ..3.' 16.6 50.6
Israel 0.1 "7.5 ..56.5 22.2 "9.1
Mexico · · · · • · · 11.7 ..1.0 3.9 9.0 6.5 8.4
Pakistan · · · · '.5 ..0.' 9.2 15·9 4.5 8.7
Peru · · · · · · · 0.5 0.8 1.3 4.9 3.9 3.8

Petroleurn£!

Argentina • · · · · 20.0 7.7 2.6 ..3·0 ..1.6 ..4.0
Brazil · · · · 7.8 3.8 ..1.9 1.4 4.2 -0.3
Burma • 0.8 9.2 10.6 ..8.3 16.0
Chile. · 1.6 3.6 002.8 ..7.6 ..12.0 "9.2
Cuba · · · · · · 0.2 ..24.5 006.7 23.2 1.4 7.1
India • · · · · 6.8 5.5 2.6 ..2.4 4.1 10.1
Israel · · · · 4.6 36.8 ..1.5 ..8.4 6.9 ..7.9
Mexico · · · · 21.5 004.0 '.5 4.9 27.1 19.2
Pakistan 0.5 ..7.8 ..1.5 -10.1 5.6 ..10.9
Peru · · 3.6 ..14.0 4.9 8.7 7.9 ..2.7

Source: Centre for Development Planning, Projections and Policies of the United Nations
Secretariat, based on StatisticaJ. Office of the United Nations, Mont Bulletin of Statistics
and World Energy Supplies, 1950-1974 (United Nations pUblication, SaJ.es No. E. .XVII.,.

al Production in millions of tons. SllIall quantities of coal are also produced in Bot81f8D8.,
Burma';' the Philippines and the United Republic of Tanzania.

bl Production in millions of cubic metres. Snail quantities of natural gas are also
produced in Barbados, Burma, Morocco and Rwanda.

£! Production of crude petroleum in millions of tons. Small quantities of crude
petroleum are aJ.so produced in Morocco and Thailand.
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Table III-41. Developing countries: consumption of' commercial energy,
1970-1974

Country group and item 1970 1971 1972 1973 1974

All developing countries

Millions of tons coal-equivalent · 578 618 659 713 752
Index, 1970 =100 · · · · · · · 100 101 114 124 130

Major petroleum exporters:~

Millions of tons coal-equivalent 103 110 121 136 151
Index, 1970 =100 · · · · · · · 100 101 118 133 148

Other petroleum exporters:£!

Millions of tons coal-equivalent · · · 45 47 51 54 56
Index, 1970 =100 · · · · . . . · 100 105 113 120 125

Bet importers of petroleum:

Millions of tons coal-equivalent 430 461 487 522 545
Index, 1970 =100 · · · · . . . · 100 107 113 121 126

Source: Centre for Development Planning, Projections and Policies of the
United Nations Secretariat, based on Statistical Office of the United Nations,
World Energy Supplies. 1950-1974 (United Nations publication,
Sales No. E.76.XVII.5).

a/ Algeria, Bahrain, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait,
Libyan Arab Republic. Nigeria, Qatar. Saudi Arabia, Tunisia, United Arab Emirates,
Venezuela.

bl Angola, Bahamas, Bolivia, Brunei, Colombia, Congo. Democratic Yemen,
EBypt-;- Malaysia, Netherlands Antilles, Oman, Singapore, Syrian Arab Republic 9

Trinidad and Tobago.
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Figure 111-1. Price indices of selected tropical products in international
trade, 1971-1976

(1970=100)
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Source: Centre for Development Planning, Projections and Policies of the Unite.d
Nations Secretariat, based on informe.tion supplied by the Statistical Office of the
United Nations.



Figure 1II-2.

600 Index
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Price indices of selected mineral products in international
trade. 1971-1976
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Source: Centre for Development Planning, Projections and Policies of the United
Nations Secretariat, based on information supplied by the Statistical Office of the
United Nations.



Figure 111-3. Price indices of basic commodities, 1971-1975
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Source: Centre for Development Planning, Projections and Policies of the United
Nations Secretariat, based on information supplied by the Statistical Office of the
United Nations.
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